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On March 11, 2002 Asia Pulp & Paper Company Ltd. (“APP”) announced its
environmental and wood supply update, debt restructuring process update, preliminary results for
its Indonesian subsidiaries for the nine months ended September 30, 2001, results for its
Indonesian subsidiaries for the year ended December 31, 2000 and production, sales volume and
operating data for its Indonesian subsidiaries for 2001.

On March 1, 2002, P.T. Indah Kiat Pulp & Paper Tbk (the “Company”), filed its audited
consolidated financial statements for the years ended December 31, 2000 and 1999 and an
Independent Auditor’s Report (the “Financial Statements™) with Badan Pengawas Pasar Modal
(Capital Markets Supervisory Agency, “BAPEPAM?”), the securities regulatory agency of the
Republic of Indonesia. On March 8, 2002, the Company filed the Financial Statements with the
Securities and Exchange Commission on Form 6-K. This filing includes one page—pages 28—
of the Financial Statements that was inadvertently omitted from the Form 6-K filing of the
Financial Statements on March 8, 2002.

A copy of the press release and the complete Financial Statements of the Company
(including page 28) are included in this Form 6-K.
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We have audited the consolidated balance sheets of PT Indah Kiat Pulp & Paper Tbk (the Company) and
Subsidiaries as of December 31, 2000 and 1999, and the related consolidated statements of income,
changes in stockholders’ equity and cash flows for the years then ended. These financial statements are
the responsibility of the Company’s management. Our responsibility is to report on the 2000 consolidatcd
financial statements and to express an opinion on the 1999 consolidated financial statcments bascd on our
audits. We did not audit the financial statements of certain Subsidiaries which statements reflcet total
assets and net sales of 0.2% and 4%, respectively, in 2000, and 3% and nil, respectively, in 1999, of the
consolidated totals. Certain of those statements were audited by other independent auditors whose
unqualified reports have been furnished to us, and our opinion, insofar as it relates to the amounts
included for those entities, is based solely on the reports of the other independent auditors. As discussed
in Note 1 and paragraph six, certain of those statements relatc to Indah Kiat Intemational Finance
Company B.V. (IKBV) which were not audited.

Except as discussed in paragraphs six to ten, we conducted our audits in accordance with auditing
standards established by the Indonesian Institute of Accountants. Thosc standards require that we plan
and perform the audit to obtain rcasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting thc amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statcment
presentation. We believe that our audits and the reports of the other independent auditors provide a
reasonable basis for our report on the 2000 consolidated financiai statements and opinion on the 1999
consolidated financial statements.

The accompanying consolidated financial statements have been prepared assuming that the Company and
Subsidiaries will continue as going concern entities. As discussed in Notes 16, 19, 20, 21 and 35 to the
consolidated financial statements, since the cnd of year 2000 until the date of this rcport, the Company
and certain Subsidiaries defaulted on various loan principal and interest payments and were in technical
default on other loans. On March 12, 2001, Asia Pulp & Paper Company Ltd. (the ultimate parent
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company) and its Subsidiaries (the APP Group), including the Company, announced a debt standstill on
payment of all obligations (principal and interest) duc to their creditors. except for certain of their trade
creditors. In 2001, the Company paid interests to the bondholders of the Indah Kiat 1 1999 Bonds, Under
the loan agrecments, as a result of the payment and technical default, the creditors mayv declare the entire
outstanding amount to be immediately due and payable with or without written notice. Thercfore, all
long-term loans have been reclassified as current maturities in the December 31, 2000 consolidated
balance sheet. The Company and Subsidiaries have current liabilities in excess of its currcnt asscts of
US$ 2.5 billion as of December 31, 2000 and incurred a net loss of US$ 401 million in 2000. As
discussed in Note 35, the APP Group, including the Company has cash flow deficiencics and is currently
negotiating: a debt restructuring with all creditors. The outcome of the debt restructuring is uncertain,
Thesc matters, among others, along with the items discussed in paragraphs four and five raise substantial
doubt about the ability of the Company and Subsidiaries to continuc as going concern cntitics, the
recoverability of their assets and their ability to maintain or pay their debt as they mature. Management's
plans are discussed in Note 36 and paragraph eleven. The consolidated financial statements do not include
any adjustments that might result from the outcome of this uncertainty, As discussed in Note 33, in
completing the consolidated financial statements, the Company continues to analyze certain transactions.
This ongoing analysis may result in a determination that further liabilities or transactions should have
been recorded in the consolidated financial statements.

As discussed in Note 6, as of December 31, 2000, the Company and Subsidiaries recorded cxport current
and non-current trade receivables from related and non-related parties totaling US$ 789 million net of
quality claims and price discounts of US$ 122 million and reimbursements of related parties’ expenses of
USS$ 49 million but before allowance for doubtful accounts of USS 413 million (for which provision has
been made). These receivables include US$ 259 million previously discounted on a non-recourse basis to
PT Bank Internasional Indonesia Tbk., a related party bank and included in the Settlement Agrecement as
discussed in Note 35. As discussed in Note 32, these receivables also inciude US$ 242 million of
receivables from certain export trade customers where the Company has filed claims for recovery in the
Central Jakarta District Court. According to the Company’s legal counsel, the Company has a strong legal
basis to file the cases to the court. However, there is no assurance that the court will grant a decision in
favor of the Company. The outcome of the litigation to recover amounts due from export customers is
uncertain, We were unable to substantiate the aforementioned rcceivables as we could not obtain
confirmation replies or satisfy ourselves through other audit procedures. We were unable to satisfy
ourselves as to the appropriate amount of related and non-related export trade receivables, the allowance
for doubtful accounts, quality claims and price discounts and reimbursements of related parties’ expenses.

As discussed in Notes 15 and 32, APP Group and the Company are currently involved in various
litigation. Legal counsel did not provide an opinion on certain of this litigation. The possible outcome and
the effect of these litigation on the Company’s and Subsidiaries’ financial statements is uncertain. As of
December 31, 2000, the Company has not recorded any adjustments or provision for. losses that may
possibly arise from these litigation.
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As discussed in Note 1, the consolidated financial statements did not include the financial statements of
certain Subsidiaries. Due to the absence of an independent auditor’s opinion on these Subsidiaries and
IKBYV as discussed in paragraph one above, we were unable to satisfy ourselves as to the effects of the
aforementioned Subsidiaries’ activities on the 2000 consolidated financial statcments.

The 2000 consolidated financial statements of PT Purinusa Ekapersada (Purinusa), the Company’s parent -
company, and APP, the ultimate parent, have not been audited as of the date of this report. We were
unable to obtain written representations from the management of these companies stating that all
transactions, agreements and activities of these companies that have a material effect to the Company and ..
its Subsidiaries have been properly recorded and disclosed in the Company’s 2000 consolidated financial
statements. We were unable 10 assess the effect of any transactions or activities undertaken by these
companies on the Company’s 2000 consolidated financial statements.

As discussed in Note 12, the significant pulp and paper sales price decline subsequent to year-end and
effects of the adverse economic conditions may indicate an impairment in the value of thc Company’s
property, plant and equipment. No impairment assessment has been performed as according to the
Company’s management, it was impractical to determine the recoverable amount and the estimated
present value of future cash flows from its property, plant and equipment. As a result, we were unable to
satisfy oursclves if the Company’s property, plant and equipment is properly and fairly stated as of
December 31, 2000.

We were unable to obtain confirmation replies or to satisfy ourselves through other audit procedures for
certain payables and customer’s prepayment totaling US$ 30 million. We were unable to satisfy ourselves
that the aforementioned liabilities including any contingent liabilities are properly recorded or disclosed
in the 2000 consolidated financial statements. As discussed in Note 7¢c, the Company recorded USS 261
million-of advances to related party as of December 31, 2000. We were unable to satisfy ourselves as to
the recoverability and the net balance of such advances.

We were unable to satisfy ourselves on the completeness of the subsequent events discussed in Note 38
and the related effects, if any, on the 2000 consolidated financial statements.

The operations of the Company and its Subsidiaries have been affected significantly and will continue to
be affected for the foreseeable future, by the country’s and region’s adverse economic conditions. Note 36
to the consolidated financial statements includes a summary of the effects of such adverse economic
conditions on the Company and Subsidiaries as well as the measures the Company’s and Subsidiaries’
management have implemented and plan to implement in response to the economic conditions. As also
discussed therein, sales prices of pulp and paper products which are affected by global prices, are highly
volatile and have shown & significant decreasing trend since the last quarter of 2000 until the vear 2001 up
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to the date of this report. The decline in the sales prices of pulp and paper was mainly attributable to the
oversupply in major international markets. The Company’s and Subsidiaries’ revenucs and liquidity have
becen significantly affected, the conscquences of which arc described in paragraph three. The resolution to
further improve the cconomic conditions depends on the fiscal, moncetary and other measures that have
been and will be undertaken by the Indonesian government, actions which are beyond the Company’s and
Subsidiaries’ control. It is not currently possible to determine the effectiveness of management’s plans
and the future effects of the continuing adverse economic conditions on the Company’s and Subsidiaries’

liquidity and earnings including the effects flowing through from their customers, suppliers, creditors and
stockholders.

Because of the matters referred to in paragraphs three to cleven, we arc unable to express. and we do not
express an opinion on the consolidated financial statements as of December 31, 2000 and for the vear then
ended referred to above.

In our opinion, based on our audit and the reports of the other auditors, the 1999 consolidated financial
statements present fairly, in all material respects, the financial position of PT Indah Kiat Pulp & Paper
Tbk and Subsidiaries as of December 31, 1999, and the results of their operations, changes in their

stockholders’ equity and their cash flows for the year then ended in conformity with generally accepted
accounting principles in Indonesia.

. hjat Kosasih
License No. 98.1.0068
—

December 12, 2001

NOTICE TO READERS

The accompanying consolidated financial statements are intended to present the financial position, results of operations, changes in stockholders’
equity and cash flows in accordance with accounting principles and practices generally accepted in Indonesia and not those of any other
jurisdictions. The standards, procedures and practices 1o audit such financial statements are those generally accepted and applied in Indonesia.
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PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In United States Dollars, Unless Otherwise Stated)

December 31,

2000 : 1989

ASSETS
CURRENT ASSETS
Cash and cash equivalents

(Notes 2¢c, 2f, 2r, 3, 7 and 34)

Third parties ) uss 3,401,085 USS3 20,620,805

Related parties 796,664 8,281,627
Time deposits (Notes 2¢, 2f, 2r, 3 and 7)

Third parties - 11,433,974

Related parties - 230,956,860
Marketable, securities (Notes 2d, 2r and 4) - 1,659,863
Note receivable - net (Notes 2e and 5) - 187,111,978
Accounts receivable - trade

(Notes 2f, 2g, 2h, 2r, 6, 7, 16, 32 and 34)

Third parties - net of allowance for doubtful

accounts of US$ 413,093,646 in 2000
and nil in 1999 85,473,897 151,844,505

Related parties 218,288,222 557,605,539
Due from related parties (Notes 2f, 2r, 7 and 34) 5,969,971 15,066,840
Accounts receivable - others - net of allowance

for doubtful accounts of USS 225,075 in 2000 and

nit in 1999 (Notes 2r, 8, 12 and 34) 18,330,947 15,043,904
Inventories (Notes 2f, 2i, 7, 8, 16, 33 and 38) 305,639,652 263,651,706
Advances to suppliers and others (Notes 2f 7 and 9)

Third parties 80,748,940 170,050,154

Related parties 14,977,846 24,752,622
Prepaid expenses and taxes (Notes 2f, 2j, 7 and 10) 13,563,708 25,220,187
Other current assets (Notes 2¢, 2r, 3, 16 and 34) 54,244 779 -
Tota| Current Assets 802,435,711 1,683,300,564
NON-CURRENT ASSETS
Accounts receivable - trade - related parties

(Notes 2f, 2g, 2h, 2r, 6, 7 and 34) 290,772,833 -
Due from related parties (Notes 2f, 2r, 7 and 34) 4,818,331 -
Advances to related party (Notes 2f, 7 and 38) 261,320,722 -
Investments in shares of stock

(Notes 2f, 2k, 7, 11 and 38) 3,661,238 3,386,842
(Forward)
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PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (Continued)
(In United States Dollars, Unless Otherwise Stated)

December 31,

2000 1998
Property, plant and equipment
(Notes 2f, 21, 2m, 2n, 2p, 7, 12, 19, 20, 21 and 35)
Carrying Value USS 4,790,696,022 USS 4,470,922,246
Accumulated Depreciation ( 867,176,098) ( '683,106,820)
Net Book Value 3,923,519,924 3,787,815,426
Other assets
Advances for purchases of property and
equipment (Notes 2f, 7 and 13)
Third parties 296,650,314 389,892,153
Related party 115,285,948 -
Assets not used in operations
(Notes 2p, 15 and 19} 38,322,185 70,858,200
Deferred loss on sale and leaseback
transactions - net (Notes 2f, 2n, 7, 12 and 21) 6,087,565 6,371,572
Refundable deposits (Notes 2f, 2r, 7 and 34) 2,459,143 2,386,829
Claims for tax refund (Note 14) - 4,630,426
Others (Note 2i) 873,280 : 306,114
Total Non-Current Assets 4,943,771,483 4,265,647,562

TOTAL ASSETS UsSs  5,746,207,194 USS 5,948,948,126
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PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (Continued)
(In United States Dollars, Unless Otherwise Stated)

December 31,

2000 199¢

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Short-term loans payable - net -

(Notes 2f, 2h, 2r, 6, 7, 16, 32, 34, 35 and 38)

Third parties - net Uss 366,477,832 USS 144,018,710

Related parties 145,881 59,895,031
Accounts payable - trade (Notes 2f 2r 7, 17 and 34)

Third parties 128,438,672 119,575,611

Related parties 7,340,026 12,224,691
Due to related paries (Notes 2f, 2r, 7, 33 and 34) 35,766,038 20,033,065
Accounts payable - others (Notes 2r, 2s, 31 and 34) 7.603,043 29,331,692
Accrued expenses (Notes 2f, 2r, 7, 34 and 37) 242,786,790 137,130,098
Taxes payable (Notes 2r, 2, 18 and 34) 2,702,748 2,977,172

Current maturities of long-term debt -
Notes and bonds payable - net
(Notes 2f, 2m, 20, 2r, 7, 12, 19, 34, 35 and 40)
Third parties 1,468,651,073 531,703,245
Bank and supplier loans payable - net
(Notes 2f, 2m, 20, 2r, 7, 12, 20, 34, 35 and 40)
Third parties : 761,502,846 242,336,967
Related pary 283,530,650 -
Obligations under capital lease
(Notes 2f, 2n, 2r, 7, 12, 21, 34, 35 and 38)

Third parties 2,902,210 B 5,952,400
Related party 802,901 1,070,534
Total Current Liabilities 3,309,650,810 1,306,250,216

NON:CURRENT LIABILITIES
Deferred tax liabilities - Net _
(Notes 2r, 2t, 18 and 34) 60,423,513 : 18,207,961
Long-term debt - Net of Current Maturities
Notes and bonds payable - net
(Notes 2m, 20, 2r, 12, 19 and 40) '
. Third parties - 1,180,346,345
Bank and supplier loans payable - net
(Notes 2f, 2m, 20, 2r, 7, 12, 20 and 40)
Third parties - 663,800,143

(Farward)
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PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS (Continued)
{In United States Dollars, Unless Otherwise Stated)

December 31,

2000 1999
Obligations under capital lease
(Notes 2, 2n, 2r, 7, 12 and 21)
Third parties Uss - USS 1,652,400
Related party - 802,901
Total Non-Current Liabilities 60,423,513 1,864,808,750
STOCKHOLDERS' EQUITY
Common stock - Rp 1,000 par value per share
Authorized common shares - 20,000,000,000 shares
Issued and fully paid common shares -
5,470,981,977 shares in 2000 and
5,469,502,300 shares in 1999 .
(Notes 2f, 2u, 7, 16, 19, 20, 22 and 35) 2,189,015,511 2,188,836,403
Additional paid-in capital - net (Notes 20, 2u
and 22) 5,807,836 5,833,998
Unrealized holding gain on available-for-sale
securities (Notes 2d and 4) - 1,225,316
Retained eamings 181,309,524 581,992 443
Total Stockholders' Equity 2,376,132,871 2,777,888,160
TOTAL LIABILITIES AND
STOCKHOLDERS' EQUITY uss 5,746,207,184 US$  5948,948,126

_ See accompanying Notes to Consolidated Financial Statements which are an integral part of the consolidated financial statements.

-
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PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(In United States Dollars, Unless Otherwise Stated)

For The Years Ended December 31,

2000 1999
NET SALES (Notes 2f, 29, 2w, 7, 23 and 30) USS  1,544,274,661 uss  1,311,521.087
COST OF GOODS SOLD (Notes 2f, 21, 2q, 7,24

and 37) 1,011,721,562 768,719,490
GROSS PROFIT 532,553,099 542,801,597
OPERATING EXPENSES (Notes 2f, 2/, 2q, 7, 25

and 37)

Selling 107,705,051 82,184,918
General and administrative 36,693,069 26,838,955
Total Operating Expenses 144,398,120 109,023,871

_ INCOME FROM OPERATIONS (Notes 2w and 30) 388,154,979 433,777,726
OTHER INCOME (CHARGES)
Gain (loss) on foreign exchange - net (Notes 2m, 2r,

2s, 12, 27 and 31) 43,271,332 119,470,751)
Interest income (Notes 2¢, 2e, 2f, 3, 5and 7) 33,177,857 41,412,291
Provision for doubtful zccounts (Notes zg, 2h, 6, 32

and 35) 413,318,721) -
Interest expense (Notes 2f, 2m, 2n, 7, 12, 16, 19,

20, 21 and 26) o ( 282,863,904) 181,518.564)
Assets write-off (Notes 2p, 15 and 19) 32,536,015) 148,617,303)
Others - net (Notes 2d, 2f, 2h, 2i, 2k, 2I, 2n, 20, 4, 7,

8, 11 and 28) ( 94,049,477) 25,056,263)
Other Charges - Net ( 746,318,928) 433,250,590)
I'NCOMEi(LOSS) BEFORE TAX EXPENSE ’

(INCOME}) ( 358,163,949) 527,136
TAX EXPENSE (INCOME) (Notes 2t and 18) _

- Current year 303,418 250,627
- Deferred 42,215,552 3,750,173)
Total Tax Expense (Income) 42,518,970 3,499,546)
NET INCOME (LOSS) (USS 400,682,919) USS 4,026,682
BASIC EARNINGS (LOSS) PER SHARE

(Notes 2v, 22 and 29) (USS 0.073) USS 0.001
DILUTED EARNINGS (LOSS) PER SHARE

(Notes 2v, 22 and 29) (USS 0.073) USS 0.001

See accompanying Notes tc Consolidated Financial Statements which are an integral part of the consolidated financial statements.
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PTINDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In United States Dallars, Unless Otherwise Stated)

For The Years Ended December 31,

1999
As Restated
2000 (see Note 2a)

CASH FLOWS FROM OPERATING ACTIVITIES

Cash receipts from customers USS 1,455,212,333 UsSs  1,225,573,814

Cash payments to suppliers and employees ( 840,867,722) ( 653,778,600)
Cash provided by operating activities 614,344,611 571,795,214
Receipts from:

Interests . 21,039,244 43,310,856

Ciaims for tax refund 6,598,859 2,648,117
Payments for: .

Interests and other financial charges ( 282,071,825) ( 306,154,265)

Taxes ( 12,514,686) ( 2,961,621)
Net Cash Flows Provided by Operating Activities 347,396,203 308,638,301
CASH FLOWS FROM INVESTING ACTIVITIES
Decrease (increase) in time deposits 242,390,834 ( 219,085,728)
Proceeds from note receivable 200,000,000 -
Decrease in advances for purchases of property

and equipment 22,078,308 238,855,847
Decrease in due from related parties 4,278,538 660,711
Proceed from sale of marketable securities 1,814,578 -
Proceeds from sales of property, plant and equipment 78,926 3,818,078
Increase in advances to related party ( 261,320,722) -
Additions in property, plant and equipment

and construction in progress ( 146,186,956) ( 409,270,410)
Increase in other current assets ( 54,244779) -
Decrease (increase) in other assets { 296,234) 7,838,856
Addition in deferred charges - landrights ( 275,313) -
Increase in refundable deposits { 72,314) | 157,763)
Addition in investments in shares of stock ( 1,800) -
increase in assets not used in operations - 8,553,003)
Net Cash Flows Provided by (Used in)

Investing Activities 8,242,868 ( 385,773,412)

(Forward)
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PT INDAH KIAT PULP & PAPER Tb'k AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
(In United States Dollars, Unless Otherwise Stated)

For The Years Ended December 31.

1999
As Restated
2000 (see Note 2a)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long-term notes and bonds

payable - net Uss 316,000,000 USS 122,017,624
Net increase in short-term loans payable - net 44 011,624 100,036,296
Proceeds from long-terrn bank and supplier loans

payable - net 24,640,775 -
Increase in due to related parties 15,732,973 11,119,736
Proceeds from warrants exercise 152,946 20,994 252
Payments of long-term bank and supplier loans

paydble and notes and bonds payable ( 774,891,488) ( 237,604,304)
Payments of obligations under capital lease ( 5,990,682) ( 7,022,937)
Net Cash Flows Provided by (Used In) Financing

Activities { 380,343,852) 9,540,667
NET DECREASE IN CASH AND
CASH EQUIVALENTS ( 24,704,683) ( 67,594 ,444)
CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR 28,802,432 $6,486,876
CASH AND CASH EQUIVALENTS AT _ .
END OF YEAR uss 4,197,749 USS 28,902,432
ACTIVITIES NOT AFFECTING CASH FLOWS
Incurrence of long-tenm loans payable due to

discounting transactions Uss 258,974,876 USS -
Acaquisition of assets through loans payable 211,442,287 82,223,694
Capitalized foreign exchange gain in construction

in progress 1,223,752 -
Acquisition of assets under capital lease through

the incurrence of obligations under capital lease 218,073 -
Issuance of notes payable and other payables for .

asset acquisition - 135,000,000

See accompanying Notes to Consolidated Financial Statements which are an integral part of the consolidated financial statements.
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PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For The Years Ended December 31, 2000 and 1999

(in United States Dollars, Unless Otherwise Stated)

1. GENERAL
a. The Company's Establishment

PT Indah Kiat Pulp & Paper Tbk (the Company) was established in the Republic of Indonesia under
the framework of the Foreign Capital Investment Law No. 1 of 1967, based on the Notarial Deed
No. 68 dated December 7, 1976 of Ridwan Suselo, S.H. its Articles of Association was approved by
the Ministry of Justice in its decision letter No. Y.A.5/50/2 dated February 8, 1978, and published in
Supplement No. 172 of State Gazette No. 18 dated March 3, 1978. The Company's Aricles of
Association have been amended several times, wherein the last amendment was covered by
Notarial Deed No. 141 dated June 30, 1998 of Linda Herawati, S.H., regarding the change in the
Company's name and Articles of Association to conform with the Capital Market Supervisory
Agency's decision letter No. Kep-13/PM/1997 dated April 30, 1297 regarding Articles of Association
for Companies which Conduct Public Offering for Equity Securities and Public Companies, which
has been approved by the Ministry of Justice in its letter No. C-2701 HT.01.04.Th.99 dated

February 12, 1998 and published in Supplement No. 7966 of State Gazette No. 103 dated
December 12, 2000 (see Note 22).

Based on the revised Article 3 of the Company's Articies of Association, the Company is engaged in
the manufacture of pulp and paper (including special port handling), trading, mining and forestry.
The Company is currently engaged in the manufacture and sales of pulp, paper and packaging
products for local and export markets and special port handling. The Company is domiciled in
Jakarta with its head office located at Jalan M.H. Thamnin, Jakarta and its plants are located in

Tangerang and Serang, West Java ard Perawang, Riau. The Company started its commercial
operations in 1978.

b. Public Offering of the Company's Shares

In 1990, the Company made a public offering of its 60,000,000 shares with a nominal value of
Rp 1,000 per share through the stock exchanges in Indonesia at the offering price of Rp 10,600 per
share. During 1996 and 1997, the Company has offered several rights issue whereby the shares
were also listed in the same stock exchanges. As of December 31, 2000 and 1999, the Company
has listed 5,470,981,977 shares and 4,813,959,275 shares, respectively, in the Jakarla and
Surabaya Stock Exchanges.

The Company and severa! Subsidiaries have also listed their Guaranteed Secured Notes Due 2002 .
and 2006 totaling US$ 350 million and their Guaranteed Senior Notes Due 2007 of US$ 600 miliion
in the Luxembourg Stock Exchange. All these notes were registered with the U.S. Securities and
Exchange Commission. The Company has also listed its Indah Kiat | 1999 Bonds of Rp 1 trillion in
the Surabaya Stock Exchange (see Note 19).

¢. Structure of the Company and its Subsidiaries

The Company is indirectly controlled by Asia Pulp & Paper Company Ltd. (APP), Singapore. APPis
the main stocknolder of PT Purinusa Ekapersada while the latter is the Company's main
stockholder with ownership interest of 52.47% as of December 31, 2000 (see Note 22). APP and its
Subsidiaries are engaged in the manufacture and sales of pulp, paper and packaging products.

Yo e

ERE T W




11 -

PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

For The Years Ended December 31, 2000 and 1899
(In United States Dollars, Unless Otherwise Stated)

———————— . —ca= me— . . . . - —

The consohdated financial statements include the accounts of the Company and |ts wholly-owned
operating Subsidiaries, consisting of:

Dormicile,
Year Percentage of Total Assets in
Commercial Ownership Thousands USS
Scope of Date of Operalions
Subsidiaries Activities Establishment Started 2000 1899 2000 1999

indah Kial international

Finance Company B.V. " The Netherlands,

(IK Finance BV} Financing Company March 11, 1994 1994 100%" 100% 505,179 1,007.857
Indah Kiat Finance

Mauritius Limited *

(IK Mauritius) Financing Company June 16, 1997 Mauritius, 1997 100 100 618,292 731,196
Indah Kiat Flnance (0

Limited (IKF ll) Financing Company May 8, 1998 Mauritivs, 1999 100 100 2 100,213
Indah Kiat Finance (ill)

Limited (formerly

Earishall Company Lid.) '

[(LGRID] Financing Company June 24, 1998 Mauritivs, 2000 100 - 448,723 -
Indah Kiat Finance (1V)

Mauritius Limited (Ionnerl{

Redhill Invesiments Lid.)

(KF V) Financing Company  June 22, 1998 Mauritius, 2000 100 - 114,263 -
Indah Kiat Finance (V) :

Mauritius Limited

(IKF V) Financing Company March 28, 2000 Mauritius, 2000 100 - 2 -
Indah Kiat Finance (V()

Mauritius Limited 2

(IKF VI; Financing Company  March 25, 2000 Mauritius, 2000 100 - 2 .
Indah Kial Finance (VIll)

Mauritius Limited ?

(IKF VI Financing Company  June 15,2000 Mauritius, 2000 100 - §5519 -
IK Trading Limited ' September 29, Cayman islands,

(I Trading) Distributor 1997 ' 2000 100 . 57,3899 .
indah Kiat Tradlng () Cayman lsiands,

Limited ' (IK Trading 1) Distributor August 31, 1998 2000 100 - 4,446 .

Unaudited
1 Limited liability company
2  Public company with limited liability

The scope of activities of the financing company Subsidiaries is primarily in the business of issuing
debt and obtaining loans to finance the Company’s operations while the distributor Subsidiaries are
primarily engaged in the business of goods trading to assist the Company's goods distribution.
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PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
For The Years Ended December 31, 2000 and 1999

{In United States Dollars, Unless Otherwise Stated)

The consolidated financial statements do not include the accounts of the following dormant

Subsidiaries:
Percentage of Ovmership
Scope of Date of
Subsidiaries Aclivities Establishmen! Domicile 2000 . 1999

Indah Kiat Finance (Vi) .

Mauritius Limited 2 . Dormant Aprii 27, 2000 Mauritius 100.0%%° .
IK Trading (lif) Lirmited ' Dormant December 14, Cayman lslands 100.0* -

1999

IK Trading (IV) Limiled ' Dormant June 13, 2000 Cayman Islands 100.0° -
APPIK International

Trading Limited

{formerly Bucon

Investments Limited)' Dormant April 20, 1993 British Virgin Islands 100.0° -
Kaisen Limiled Dormant November 8, 2000 Cayman Islands 100.0° -
PT Graha Kemasindo indah ' -Dormant October 23, 1995 Jakarta 998.5° e

Unaudited

1 Limited liability company
2 Public company with limited liability

Since the date of their establishment up to December 12, 2001, the above Subsidiaries have been
dormant and have no transactions.

d. Employees, Directors and Commissioners

Based on the stockholders' annual general meeting on June 19, 2000 covered by Notarial Deed

No. 47 of Linda Herawati, S.H., the members of the Company's boards of commissioners and
directors are as follows:

Commssioners [hrectors

1. Eka Tjipta Widjaja - President Commissioner 1. Teguh Ganda Wijaya - President Director

2. UXichi Inomata - Viee President Commissioner 2. Muktar Widjaya - Vice President Director

3 YueYaoliu - Vice President Commuissioner 3. Franky Oesman Widjaja - Vice President Director

4. Djafar Widjara - Vice President Commussioner 4. Chen Wang Chi - Vice President Director

5. Samuel Bonsajang - Commussioner 5. Hsu ChaMing - Viee President Director

6. Indra Widjaja - Commussioner 6. Hendra Jaya Kosasih - Vice President Director
* 7. Suresh Kilam - Commussiones 7. Njauw Kwet Meen - Director

8. Sukmawati Widjaja - Comrussioner 8  Ong Pict Tjing - Director

9. HoShow Chung - Commssioner

10. Gand: Sulisuiyanto Suherman - Commussioner

11. SuMeng Hue - Commussioner

12. Kuo Cheng Shyeng - Commussionet

Salaries and other compensation benefits of the Company's and Subsidiaries’ directors and
commissioners amounted to approximately US$ 281,496 (Rp 2.443,100,775) in 2000. As of
December 31, 2000, the Company has & total of 20,686 permanent employees (unaudited).
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PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
For The Years Ended December 31, 2000 and 1999
(In United States Dollars, Unless Otherwise Stated)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a.

Basis of Consolidated Financial Statements

The consolidated financial statements have been prepared following the accounting principles
generally accepted in Indonesia.

These consolidated financial statements also include the disclosures and accounts presentation
required under the Statements of Financial Accounting Standards (PSAK) issued by the indonesian
Institute of Accountants (lAl) which is effective on or after January 1999 and under the Capital

Market Supervisory Agency's (Bapepam) decision letter issued-on March 13, 2000 which is
effective thereafter.

The: consolidated financial statements have been prepared on accrual basis, except for the
statements of cash flows and on historical cost basis of accounting, except for certain assets as
discussed in this note which are valued at a basis other than cost.

Effective January 1, 1998, the Company and Subsidiaries adopted U.S. Dollars as its functional
currency, in accordance with the criteria stated in PSAK No. 52, “Reporing Cuirency”™. PSAK No. 52
is effective for financial statements covering the reporting period on or after January 1, 2000 and
earlier application is recommended. The Company decided for an earlier application of PSAK
No. 52. The Company believes that the change in its functional currency to U.S. Dollars has
enabled its financia! results and relationships to be measured with more relevance and reliability.

The consolidated statements of cash flows present receipts and disbursements of cash and cash
equivalents classified into operating, investing and financing activities. Prior o January 1, 2000,
cash flows from operating activities were presented using the indirect method. Effective January 1,
2000, cash flows from operating activities are presented using the direct method, in accordance with
Bapepam's decision letter No. Kep-06/PM/2000 dated March 132, 2000 on the Amendment of Rule
No. VIill.G.7 regarding the Guidelines in the Presentation of Financial Statements. For comparative

purposes, the consolidated statement of cash flows for the year ended December 31, 1999 was
restated.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and Subsidiaries
owned directly or indirectly at more than 50% as mentioned in Note 1.

All significant intercompany accounts and transactions have been eliminated.
Cash Equivalents, Time Deposits and Other Current Assels

Time deposits with maturities of three months or less at the time of placement and not pledged as
collateral for loans are classified as “Cash Equivalents”, and those with maturities of more than three .
months but not more than one year are classified as “Time Deposits”. Cash in banks and time
deposits pledged as collateral for loans with shon-termn maturities are classified as “Other Cument
Assets".

Marketable Securities

Prior to 1999, marketable equity securities consisting of publicly-traded equity securities bought and
held principally for the purpose of selling in the near term, were stated at the lower of aggregate cost
or market value. The cost of equity securities sold was computed using the moving-average
method.
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PT INDAH KIAT PULP & PAPER Tbk AND SUBS!IDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
For The Years Ended December 31, 2000 and 199¢

{In United States Dollars, Unless Otherwise Stated)

Effective January 1, 19989, in accordance with PSAK No. 50, "Accounting for Certain Investments in
Securities”, marketable equity securities which are classified as available-for-saie are stated at fair
value. The unrealized gains or losses arising from these fair value adjustments are reflected as a
component of stockholders' equity and credited or charged to income upon reaiization.

Note Receivable

Note receivable is classified as held-to-maturity securities in accordance with PSAK No. 50 and
stated at cost net of unamortized premium or discount. Premium or discount is amortized using
straight-line method over the note receivable period.

Transactions with Related Parties

Tﬁe Company and Subsidiaries have transactions with certain parties who have related party"
relationships as defined under PSAK No. 7, “Related Party Disclosures”.

All significant transactions with related parties, whether or not consummated under the same terms

and conditions as those with non-related parties, are disclosed in the notes to the consolidated
financial statements.

Accounts Receivable

Receivables are stated at its net realizable value. Allowance for doubtful accounts is provided,
based on a review of the status of the individual receivable accounts as appropriate. In 2000,
accounts receivable balances are presented net of quality claims, price discounts and
reimbursements of expenses (see Notes 6, 7, 23 and 28).

Receivables Discounting (Factoring)

Export sales receivables discounted (factored) without recourse are recognized as sale of
receivables for accounting purposes. The difference between the book value of receivables
transferred and proceeds received plus retention is recognized as “Other Charges - Financial
Charges” in the consolidated statements of income. As the risk on collectibility has been transferred,
allowance for doubtful receivables is not necessary. Export sales receivables discounted (factored)
with recourse are recognized as related liabilities. The difference between the book value of
receivables transferred and proceeds received plus retention is recognized as interest during the
discounting (factoring) period. The unamortized portion is presented as contra account to the related
liabilities. As the risk on collectibility has not been transiermed, the receivables are presented at net
realizable value with allowance for doubtful accounts.

Inventories

Inventories are stated at the lower of cost or net realizable value. Cost is determined by the
weighted-average method. The net realizable value is determined basead on the estimated selling
price less the estimated cost of completion and the estimated costs necessary to make the sale.
Aliowance for obsolete and slow-moving inventories is provided, if any, based on a review of the
conditions of the inventories as approprniate.

Prepaid Expenses

Prepaid expenses are charged to operations over the periods benefited.

e -.u" . B )
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PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
For The Years Ended December 31, 2000 and 1999

(in United States Dollars, Unless Otherwise Stated)

k.

Investments in Shares of Stock

Investment in shares of stock wherein the Company has ownership interest of 20% to 50% is
accounted for under the equity method. Under this method, the cost of the investment is adjusted

for the Company's share in the net eamings or losses of the investee proportionate with its
percentage of ownership.

Investments wherein the Company has an ownership interest of iess than 20% are carried at cost
(cost method).

Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation, except for certain
assets used in operations and acquired up to September 12, 1986 which were revalited in
accordance with Government Regulation No. 45 of 1986. These assets are stated at revalued
amounts less accumulated depreciation. Prior to the change in the Company's reporting currency to
its functional currency, assets acquired up to December 31, 1992 (except non-building assets with
estimated useful life of 4 years or less) were revalued in 1997. In reiation to the adoption of PSAK
No. 52 in 1998 and remeasurement of prior years' financial statements, the revaiuation increment
has been recognized only for tax reporting purposes.

Depreciation on the following assets is computed on the straight-ine method based on their
estimated useful lives as follows:

Years
Land improvements . : 12-20
Buildings 11-20
Machinery , 25
Transpontation equipment, fumniture, office fixtures and other equipment 5

In accordance with PSAK No. 47, "Accounting for Land”, land acquisitions are stated at acquisition
cost and not amortized. Expenses incurred in relation to the acquisition or renewal of landrights after
January 1, 1999 are deferred and amortized over the period ot landrights or land estimated useful
lives, whichever is shorter. The balance is presented under “Other Assets - Others” in the
consalidated balance sheets. Prior to January 1, 1999, land acquisition cost included expenses in
relation to the acquisition or renewal of landrights and were not amortized.

The accumulated cost of assets under construction or installation is presented as construction in
progress under the propery, plant and equipment account. When the facilities are substantially
complete and are ready for their intended use, the accumulated cost is reclassified to the related
items of property, piant and equipment, '

The cost of maintenance and repairs are charged to income as incurred; significant renewals and.
betterments are capitalized. When assets are retired or otherwise disposed of, their carrying values
and the related accumuiated depreciation are removed from the accounts and any resulting gain or
loss is reflected in income or expense for the year.




-16 -

PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
For The Years Ended December 31, 2000 and 1998
(In United States Dollars, Unless Otherwise Stated)

m.

.

Capitalization of Borrowing Costs

In accordance with the revised PSAK No. 26 (1997 revision), “Borrowing Costs", interest charges,
foreign exchange differences on borrowings and other costs incurred to finance the construction or
installation of the property, plant and equipment are capitalized. Capitalization of these borrowing
costs ceases when the construction or installation is substantially complete and the property, plant
and equipment are ready for their intended use.

Leases

Lease transactions are accounted for under the capital lease method when all the required
capitalization criteria under PSAK No. 30, “Accounting for Lease Transactions” are met. Otherwise,
leasgs are accounted for under the operating lease method. Assets and obligations under capital
lease are recorded based on the present value of the lease payments at the beginning of the lease
term plus residual value (option price) to be paid at the end of the lease period. Assets under capital
lease are presented under the propenty, plant and equipment account. Depreciation is computed on
the straight-line method over the estimated useful lives of the leased assets similar with the assets
acquired under direct ownership.

Gain or loss arising from the sale and leaseback transactions was deferred and is being amortized
proportionate with the amortization expense of the assets being leased under the straight-line
method and is presented under “Deferred Loss.on Sale and Leaseback Transactions” in the
consolidated balance sheets.

Deferred Charges

Prior to January 1, 2000, expenses incurred in connection with the initial public offering of the
Company's shares as well as expenses incurred in relation to the limited offerings (rights issues)
(stock issuance costs) and expenses incurred in connection with the issuance of long-term notes
payable, bonds payable and ioans payable (loans issuance costs) were presented as "Deferred
Charges” as part of other assets. The stock issuance costs were deferred and amortized using the
straight-line method over 5 years while the loan issuance cost were deferred and amortized using
the straight-line method over their respective periods.

Effective January 1, 2000, stock issuance costs are presented as deduction from "Additional Paid-in
Capital - Net® as part of the stockholders’ equity section in the consoclidated balance sheet in
accordance with Bapepam's decision letter No. Kep-06/PM/2000 dated March 13, 2000. Loans
issuance costs are deducted directly from the loan proceeds. The difference between the net

‘proceeds and the nominal value is recorded as discount or premium and amortized over the periods

of the loans. As a result of this change, the Company's prior years' balance of de‘erred stock and
loan issuance costs have been reclassified to present comparztive information (see Notes 19, 20,
22 and 40).

Impairment of Asset Values

Based on PSAK No. 48, “Impaimment of Asset Values®, for impairment of asset values occurming on
or after January 1, 2000, property, plant and equipment and other non-current assets are reviewed
for impairment whenever events or changes in circumstances indicate that the carrying amount of
an asset may not be recoverable. Whenever the camying amount of an asset exceeds its
recoverable amount, an impairment loss is recognized in the current year statement of income. The
recoverable amount is the higher of the asset nel selling price and value in use.
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The net selling ph‘ce is the amount obtainable from the sale of an asset in an arm's length
transaction net of the related expenses. value in use is the present value of estimated future cash
flows expected to arise from the continuing use of an asset and from its disposal at the end of its

useful life. Recoverable amounts are estimated for individua! assets or, if not possible, for the cash-
generating unit (see Note 12).

g. Revenue and Expense Recognition

Domestic sales are recognized when the title passes to the customer which is either upon delivery
or, in the case of finished products held at the request of the customers, upon invoicing. Export
sales are recognized upon the delivery of the goods to the customers (f.0.b. shipping point). Sales
are presented net of value-added tax, sales returns, quality claims and price discounts.

Expenses are recognized when incurred (accrual basis).

r. Foreign Currency Transactions and Balances

Transactions involving currencies other than US dollars, including the transactions of the
Subsidiaries outside Indonesia, which are integral parts of the Company, are recorded at the rates
of exchange prevailing at the time the transactions are made. At balance sheet date, monetary
assets and liabilities denominated in currencies other than US doiiars are restated to U.S. Dollars to
reflect the rates of exchange prevailing at such date, whereby the exchange rates used for
significant foreign currency transactions were US$ 1 = JP¥ 114.81, US$S 1 =DEM 2.1 and USS 1 =
Rp 9,595 as of December 31, 2000 and US$ 1 = JP¥ 102.20, US$ 1 = DEM 1.94 and USS 1 =
Rp 7,100 as of December 31, 1999. The resulting gains or losses are credited or charged to current
operations except those capitalized in construction in progress. '

§. Financial Instruments

Gains or losses on outstanding forward foreign exchange contracts and currency swaps used for
hedging purposes are computed by revaluing the unmatured contracts at the exchange rate
prevailing at yearend and are charged to operations to match against the exchange differences on
the underlying foreign currency exposures being hedged. The premium or discount arising on these
foreign exchange contracts is recognized in the statements of income over the period of the hedge.

The Company adopts the mark to market method of accounting for transactions in derivative
financial instruments, which are not determined to be effective hedges and which results in
recognizing gains or losses in the period in which they occur (see Note 39a).

t. Tax Expense (Income)

Prior to January 1, 1999, provision for income tax was detemmined on the basis of estimated taxable
income for the year. No deferred tax was provided for temporary differences in the recognition of
income and expenses for financial reporting and income tax purposes.

Effective January 1, 1999, the Company applied deferred tax method to detemmine the tax expense -
(income) in accordance with PSAK No. 46, “Accounting for Income Taxes". Deferred taxes are
recognized to refiect the tax effects on temporary differences between the financial and tax bases of
assets and liabilities and accumutated tax loss. Valuation allowance is recorded to reduce deferred
tax assets to that portion that is expected to more likely than not be realized.

-
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w.

The Subsidiaries have not yet applied deferred tax methoc. The effects of applying deferred tax
method by the Subsidiaries are deemed not material.

The Company maintains accounting records in indonesian Rupiah for corporate income tax
purposes.

Warrants

Detachable warmrants were issued together with the shares of stock and can be traded separately
from such shares of stock. In accordance with PSAK No. 41, “Accounting for Warrants”, the funds
received from the exercise of warrants and the amount allocated as fair value of such warrants are

recorded as Paid-up Capital and Additional Paid-in Capital (or as a deduction from addmonal pald-m
capital if exercised below the share par value).

Eamings (Loss) Per Share

Prior to 1999, basic net income (loss) per share was computed by dividing the residual net income
(loss) for the year attributable to ordinary stockholders by the weighted average number of ordinary
shares outstanding during the year after giving effect to the rights issue and exercise of dilutive
warrants. Diluted net income (loss) per share was computed after making the necessary
adjustments to the weighted average number of ordinary shares outstanding assuming the fuli
exercise of warrants at the {ime of issuance.

Effective January 1, 1999, the Company decided for an earlier application of PSAK No. 56,
“Earnings per Share”. The application of this standard did not change the eamings per share
computation method that has been used by the Company which is the same with that of PSAK
No. 56 (see Note 29).

Segment

For management purposes, business segments are reported by the Company by geography and
industry segments. The geographical segment is presented based on the market of the Company's
products. The industry segment is presented based on the kinds of products. Financial information
on geographical and industry segments are presented in Note 30 (see also Note 39c).

3. CASH AND CASH EQUIVALENTS, TIME DEPOSITS AND OTHER CURRENT ASSETS

Cash and cash equivalents, time deposits and other current assets consist of:

2000 1899

Cash on hand and in banks

Cash on hand
(US$ 21,027 and Rp 928,929,462
in 2000 and US$ 71,704 and .
Rp 3,668,401,884 in 1999) Uss 117,841 USS$S 588,521

"3:
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Cash in banks
Third parties
PT Bank Lippo Tbk (US$ 1,177
and Rp 5,798,398,236 in 2000 and
US$ 3,600 and Rp 370,651,478
in 1999) Uss
The Hongkong and Shanghat
Banking Corporation Limited, Jakarta
(USS 142,294 and Rp 3,173,255,089
in 2000 and US$ 380.435 and

., ..Rp 18,301,037 in 1999)

“PT Bank Fuji Internatioral Indonesia
(formerly PT Fuji Bank International
Indonesia) (US$ 184,093,

JP¥ 466,266 and Rp 2,227,195,814)
PT Bank Mandiri (Persero) (US$ 367,125
and Rp 343,956,579 in 2000 and
US$ 57,365 and Rp 103,207,312
in 1999)
Standard Chartered Bank, Jakarta
{USS 22,510 and Rp 1,249,123,041
in 2000 and US$ 2,926,947
and Rp 238,020,000 in 199S)
Bank of America, Jakarta (US$ 70,054 and
Rp 370,965,011 in 2000 and
LUS$ 283,316 and Rp 385,978,869
in 1999)
Others (US$ 463,186, Rp 6,563,511,634
and NLG 214,533 in 2000 and
US$ 254,476, Rp 516,233,923 and
NLG 492,177 in 1999)

Total

Related parties
PT Bank Intemasional Indonesia Tbk
(US$ 4,722, JP¥ 348,561 and
Rp 5,867,630,560 in 2000 and
USs 2,137,719 and
Rp 5,094,983,421 in 1999)

(Forward)

2000 1999

605,596 USS 55,805
473,014 383,013
420,274 -
402,972 71,802
152,695 2,960,471
108,717 337,679

1,237,817 551,640

3,401,085 4,360,510
619,169 2,855,312
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_ 2000 - 1999
PT Bank Fuji International Indonesia '
(formerly PT Fuji Bank
International iIndonesia)
(US$ 496,100, JP¥ 24,985,583 )
and Rp 4,853,620,312) Uss - Uuss 1,424,197
Others (USS 25,822 and
Rp 324,617,395 in 2000
and US$ 15,206, Rp 567,442 and
JPX 280,268 in 1999) ‘ 59,654 18,038
678,823 4,297,547
Cash equivalents
Unrestricted time deposits
Third parties
PT Bank Dagang Negara - 10,099,886
The Hongkong and Shanghai
Banking Corporation Limited - 5,198,791
PT Bank Negara Indonesia (Persero) Tbk
(Rp 6,827,489,483) - 961,618
Total - 16,260,295
Related parties
PT Bank Fuji International Indonesia
(formery PT Fuji Bank Intemational
Indonesia) (US$ 1,846,263 and
Rp 11,000,000,000) - 3,395,559
Total Cash and cash equivalents USs 4,197,749 USS$ 28,802,432
Third parties Uss 3,401,085 USS$ 20,620,805
Related parties Us$ 796,664 USS 8,281,627
Time deposits
Third parties o
PT Bank Dagang Negara US$ - USS 3,678,840
Cthers - 7,755,134
Total Uss - Uss 11,433,974
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2000 . 1999

Related parties
Bll Bank Limited, Cook islands
(previously disclosed as PT Bank
Internasional Indonesia Tbk, Cook
‘Islands Branch) (US$ 198,802,413
and Rp 2,874,733,250) uss - Uss 199,307,305
PT Bank Fuji intemational Indonesia,
Jakarta (formerly PT Fuji Bank
International Indonesia) - 31,648,555

Total uss - Us$ 230,956,860

Other current assets

Cash in banks - Third parties - US$ 37,690,380 USS -
Time deposits - Third parties

(USS 14,776,553 and Rp 17,058,582,124) 16,554,399 -

Total Other Current Assets USS 54,244,779 USS -

As of December 31, 2000, the above other current assets were pledged as coilateral under credit
facilities from PT Bank Fuji Intemational Indonesia (fomerly PT Fuji Bank International Indonesia),
PT Bank Mandiri (Persero), The Hongkong and Shanghai Banking Corporation Limited, and PT Bank
Central Asia Tbk and under the bank guarantee from PT Bank Negara Indonesia (Persero) Tbk. The
loan agreements provide that the banks have the right to debit/offset the Company’'s account balance in
the event of default. As of December 31, 2000, the Company was in technical default under the loan
covenants (see Note 16).

Annual interest rates from time deposits (classified as cash equivalents, time deposits and other current
assets) are as follows:

2000 1999
Rupiah 8.0% - 40.5% 8.8% - 61.0%
U.8. Dollars 3.0% - 8.0% 2.8% - 14.0%

4. MARKETABLE SECURITIES

As of December 31, 1999, this account consists of 279,000 shares of stock of Hokuetsu Paper Mills,
Ltd., Japan, which are traded in the stock exchanges in Japan. Effective January 1, 1999, in accordance
with the adoption of PSAK No. 50, the Company’s marketable securities, classified as available-for-sale,
are stated at market value at US$ 1,659,863 (JP¥ 169,632,000) with unrealized holding gain on
available-for-sale securities amounting to US$ 1,225,316 presented as part of stockholders' equity in the
consolidated balance sheet as of December 31, 1999, The securities were sold on December 12, 2000
at the proceeds of US$ 1,814,578 and realized gain from the sale of US$ 1,380,031.
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5. NOTE RECEIVABLE - NET

This account consists of short-term note receivable as follows:

1999
Global Secured Assets Ltd., Singapore Uss 200,000,000
Less: unamortized discount ( 12,888,022)
Total uss 187,111,978

This note receivable had a face value of US$ 200 million and eamed annual effective interest rates of
6.682"/? in 2_000 and 7.0818% in 1999, The note receivable has matured in 2000.

The tot-él interest income eamed from this note receivable amounted to USS 13 million each in 2650 and
1999.

6. ACCOUNTS RECEIVABLE - TRADE CURRENT AND NON-CURRENT ASSETS
Accounts Receivable - Trade consists of:

2000 1999
Export - net of quality claims and price discounts
of US$ 122,270,458 and reimbursements
of expenses of US$ 48,858,650 in 2000

and nil in 1999 _ uss 789,279,772 USS$ -502,596,478

Related parties
Non-current - reclassification (see Note 7(2)) ( 290,772,833)

Current (see Note 7(1)) ( 351,281,205)
Current export - Third parties - net 498,506,939 151,315,273
Allowance for doubtful accounts ( 413,062,876) -
Net export - Third parties 85,444,063 ' 151,315,273 .
Domestic

Third parties 60,604 529,232

Related parties (see Note 7(1)) 219,288,222 206,324,334
Total Domestic 219,348,826 206,853,566
Allowance for doubtful accounts - Third parties 30,770) -
Net Domestic 219,318,056 206,853,566

Total Accounts Receivable - Trade (see Note 34) US$ 304,762,118 US$ 709,450,044

Current accounts receivable - trade
Third parties - Net USss$ 85,473,897 USS 151,844,505

Related parties - Net uss 219,288,222 USS 557,605,539
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In 2000, the Company had filed claims against third parties comprising 5 export trade customers due to
- the non-payment of the trade receivables (see Notes 32 (8) and 35d). These outstanding export trade
receivables totaling US$ 242,446,821 have been fully provided for an allowance for doubtful accounts.

In 2000, the Company has agreed to reduce its export trade receivables from third parties by
USS 114,651,911 and its export trade receivables from related parties by USS 7,618,547 totaling
USS 122,270,458 in relation to its trade customers’ claims on product quality and price discounts (see
Note 23). Also, in 2000, the Company's export trade receivables were reduced by USS 48,858,650
which represents reimbursements of certain related parties' expenses (see Note 7p).

As of December 31, 2000, the receivables on sold goods are pledged under short-term credit facilities
obtained from PT Bank CIC Internasional Tbk (see Note 16).

Based on the review of the status of the individual receivable accounts at the end of the year, the
Company's and Subsidiaries’ management have the opinion that the allowance for doubtful accounts as
of December 31, 2000 is adequate to cover possible losses from the non-payment of the accounts. No
allowance for doubtful accounts is provided as of December 31, 1999 since the management has the
opinion that all the receivables are collectible.

During 2000 and 1998, the Company discounted the export trade receivables to several banks on with
recourse basis which amounted to US$ 357,230,012 and USS$ 172,141,641, respectively (see Note 16),
with maturities ranging from June 27, 2000 up to April 14, 2001 and from June 1, 1998 up to June 22,
2000, respectively. As of December 31, 2000 and 1999, the discounting export trade receivables include
those outstanding receivables sold o a related party bank (see Notes 7k, 20 and 35).

The approximate aging details of trade receivables (net of quality claims, price discounts and
reimbursements of expenses) as of December 31, 2000, including those reclassified to non-curmrent
assets, are as follows:

2000
Not yet due uss 542,023,522
<1 month 80,541,437
> 1 month - 2 months 43,759,563
> 2 months - 3 months 20,170,804
> 3 months - 4 months 13,569,764
> 4 months 308,563,508
Total uUss 1,008,628,598

7. BALANCES AND SIGNIFICANT TRANSACTIONS WITH RELATED PARTIES

In the normal course of operations, the Company and Subsidiaries enter into business and financial
transactions with related parties. The financial transactions with related parties include current accounts,
time deposits, bank loans, bill discounting and capital lease obligations. The related parties are under
comman control by the same stockholders and/or the same boards of directors and/or commissioners of
the Company and Subsidiaries. All significant related party transactions were conducted at prices and
terms comparable within the Asia Pulp & Paper Company Ltd. Groug.
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Significant balances with related parties are as follows:

1. Current trade accounts receivable - related parties (see Note 6)

2000 1999
Export
APP International Trading (V1) Limited,
Cayman Isiands Uss - Uss 211,733,846
APP international Trading Limited,
Cayman Islands - 117,012,844
APP Intemational Trading (V) Limited,
Cayman Islands - 21,582,255
APP import & Export Pte. Ltd.,
: ~ Singapore : - 750,000
Ningbo Zhonghua Paper Co. Ltd.,
People's Republic of China _ - 202,260
Total uss - USS 351,281,205
% to the consolidated total assets - 6%
Domestic .
PT Cakrawala Mega Indah Uss 103,713,318 US$ 34,759,411
PT Pabrik Kertas Tjiwi Kimia Tbk 58,423,092 67,178,762
PT Pindo Deli Pulp and Paper Mills 34,675,009 36,422,238
PT Sinar Duniamakmur . 15,510,206 65,597,508
PT The Univenus Co. . . 3,538,930 1,574,579
PT Lontar Papyrus Pulp & Paper Industry 2,686,042 15,146
PT Konverta Mitra Abadi 358,154 -
PT Ekamas Fortuna 281,107 671,863
Others 102,334 104,827
. Total ' 219,288,222 206,324,334
% to the consolidated total assets 4% 3%
2. Non-Current trade accounts receivable - related parties (see Note 6€)
2000 1999
Export - net of claims, discounts and
reimbursements of expenses
APP International Trading (VI) Limited,
Cayman Islands Uss 102,523,257 USS$ -
APP Intemnztional Trading Limited, ‘
Cayman Islands 60,931,073 -
APP Paper Trading (S) Pte. Limited,
Singapore 21,470,840 -

(Forward)
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2000 1998
APP Intermnational Trading (II) Limited, ‘
British Virgin Islands Us$s 20,718,597 USS -
APP International Trading (V) Limited,
Cayman Islands 13,659,323 -
APP China Trading Limited, Hong Kong 11,880,171 -
Asia Pulp & Paper Trading (U.S.A) Inc.,
United States of America 10,653,005 -
APP (Hong Kong) Limited, Hong Kong 10,092,886 -
Sinar Mas Pulp & Paper (India) Limited,
India , 6,331,158 -
Asia Pulp & Paper (Malaysia) Sdn Bhd,
i~ Malaysia ' 6,021,123 o
Asia Pulp & Paper (Australia) Pty. Ltd,
Australia 5,194,743 -
APP International Trading (II!) Limited,
Cayman Islands 4,480,733 -
APP International Trading (VIil) Limited,
British Virgin Islands 4,465,099 -
Asia Pulp & Paper (Japan) Co. Ltd., Japan 3,324,987 -
APP Import & Export Pte. Ltd.,
Singapore 1,923,071 -
Asia Pulp and Paper (Spain) S.A., Spain 1,792,998 -
APP Intemational Trading (IV) Limited,
Cayman Istands : 1,649,025 : -
Asia Pulp & Paper (UK) Limited, United o
Kingdom 974,014 -
Campania Trading Limited, United Arab
Emirates 892,108 -
Paper Box Industries (S) Pte. Limited,
Singapore 885,266 -
: Asia Pulp & Paper (Belgium) SA/NV,
Belgium 286,110 -
Gold East Paper (Jiangsu) Co. Lid,,
People’s Republic of China 225,572 -
Asia Pulp & Paper France EURL, France 144,523 -
Ningbo Zhonghua Paper Co. Ltd.,
People's Republic of China - 142,151 -
Total uss 280,772,833 USS -
% to the consolidated total assets 5% -
3. Current due from related parties
2000 1999
PT Lontar Papyrus Pulp & Paper Industry uss 1,772,642 USS$ 1,132,164
PT Sinar Mas Specialty Minerals 736,042 804,799

PT Mapala Rabda 721,878 -

(Forward)

THY T e
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2000 1998

PT Pindo Deli Pulp and Paper Miils uss 630,407 USS 1,770,011
PT Murini Timber o 581,920 ‘ 1,142,321
PT Wirakarya Sakti 296,997 10,221
PT Sinar Duniamakmur 237,513 78,175
PT Konverta Mitra Abadi 225,526 -
Asia Pulp & Paper Company Ltd., Singapore ' 160,937 .
PT Pabrik Kertas Tjiwi Kimia Tbk 144,076 371,267
PT Dian Swastatika Sentosa 34,020 374,198
PT Purinusa Ekapersada ' 1,437 111,093
PT Arara Abadi . 1,197 1,646,323
PT Ekamas Fortuna 1,077 530,123
Gold Hai Paper (Kunshan) Co. Ltd.,

t.People's Republic of China - 3,860,000

Bina Sinar Amity Transportation Service

(Singapore) Pte. Ltd., Singapore - 2,210,000
Zhenjiang Dadong Pulp & Paper Co., Ltd,

People's Republic of China - 547,941
Ningbo Zhonghua Paper Co. Limited,

People's Republic of China - 437,875
Others 374,502 40,329
Total (see Note 34} Uss 5,869,971 USS 15,066,840
% to the consolidated total assets 0.1% 0.3%

No allowance for doubtful accounts is provided as of December 31, 2000 and 1989 since the
management has the apinion that all the receivables are coliectible. The management believes that
the above balances are expected to be realized within one year.

4. Non-current due from related parties

. 2000 1999

Bina Sinar Amity Transportation Service

(Singapore) Pte. Ltd., Singapore Uss 2,210,000 USS$ -
Zhenjiang Dadong Pulp & Paper Co., Ltd,

People’s Republic of China 1,559,250 -
Ningbo Zhonghua Paper Co. Limited,

People's Republic of China 1,049,081 -
Total (see Note 34) US$ 4818,331 US$ -
% to the consolidated total assets 0.1% -

No allowance for doubtful accounts is provided as of December 31, 2000 since the management
has the opinion that all the receivables are coilectible.
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5. Trade accounts payable - related parties

2000 " 1999
PT Asia Trade Logistics Uss 1,579,185 USS -
PT Ekamas Fortuna 1,215,378 3,038,605
APP Import & Export Pte,, Ltd., Singapore 1,010,364 -
Vestwin Trading Pte. Limited, Singapore 668,845 784,039
PT Intercipta Kimia Pratama 660,193 219,397
PT Konverta Mitra Abadi 543,089 -
PT Kemas Citra Perkasa 470,259 -
PT Purinusa Ekapersada 432,512 1,576,864
PT:Pabrik Kertas Tjiwi Kimia Tbk 220,735 2,243,176
PT Lontar Papyrus Pulp & Paper Industry 154,009 .
PT Katikartika Murni 103,461 -
Others 281,986 4,362,610
Total (see Note 17) (URT 7,340,026 USS 12,224,699
% to the consolidated total liabilities 0.2% 0.4%
6. Due to Related Parties
2000 1999

Asia Pulp & Paper Company Ltd., Singapore US$ - 27,764,497 US$S 1,263,372
PT Dian Swastatika Sentosa (see Note 33 (1)) 6,941,123 6,784,580
PT Pabrik Kertas Tjiwi Kimia Tbk 645,264 511,097
PT Bina Sinar Amity 263,783 -
PT Asuransi Sinar Mas 16,625 481,212
PT Bank internasional Indonesia Tbk - 5,761,317
APP Intemational Trading Limited,

) Cayman Islands - 4,996,146
PT Mapala Rabda - 130,419
Others 134,746 104,922
Total (see Note 34) uUss 35,766,038 USS 20,033,065

% to the consolidated total liabilities

1%

1%

The management believes that the above payable batances are expected to be settied within one

year,
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Sighiﬁant transactions with related panles are as follows:

a)

b)

On January 2, 1998, based on the renewed appoiniment agreemerts of PT Cakrawala Mega Indah
(CM0) and PT Sinar Dunismakmur (SDM), CMJ and SDM agreed to market and sell the Company's
products within Indonesia, The existing agreements with the distibutors have indefinite vafidity
period, extept if one of the parties involved terminates the agreements upon giving 3 writien notice
fo the other party not later than one month prior to the tarmination dane.

In 2000 and 1999, the Company &lso sold its pulp, paper and packaging preducts damestically to
PT Pabrik Kenas Tjiwi Kimia Tbk, PT Pinde Deli Pulp and Paper Mills, PT The Univenus Co.,
PT Lontar Papyrus Pulp & Paper Industry, PT Ekamas Farluna and others. Total domestic sales to
the reiated parties, including sales of chemicals and spare parts amounted to USS 696,842,650 or
99.5% of tota! domestic sales in 2000 and LSS 468,195,735 or $8% of total domestit sales in 1899
(see Note 23), Receivabies afising from these sales transactions are recorded under ‘Accounts
Receivabie Trade - Related Parties” in the consofidated balance sheets.

In 2000 and 1985, the Company and its trading subsidiaty Sold their exporl pulp, paper and
packaging produqls overseas through APP Internationst Trading Limfted, APP Intemational Trading
(VD Limited, APP Internationa! Trading (\) Limited, APP Paper Trading (S) Pte. Lid. and Ningbo
Zhonghua Paper Co. Ltd. In 2000, sales were alsc made malnly through APP.internatienal Trading
() Limited, APP knpon & Exporl Pre. Lid and Gold East Paper (Jiangsu) Co. L. Total expon
sales 10 (he related parties amounted to US$ 310,117,648 or 32% of total export sales in 2000 and
LSS 356,210,148 or 43% of total expont sales in 1999 (sea Note 23), Recelvabies arising from
these transactions are recorded under ‘Accounts Receivable Trade - Related Parties - Current
and Non-Cumrent Assets” in the consslidsted balance sheets. For the other rade receivadle
balances from refated parties 85 of Decernber 31, 2000, see Note 6.

The Company purchased a significant porion of its wood requirements for pulp production trom
PT Arara Abadl (Arara), PT Wirskarya Sakti and PT Mapala Rabda, related panies, at
approximately USS$ 133 milion or 30% from the Company’s total raw materials and materials
purchases Ih 2000 and USS$ 80 million or 17% from the Cempany’s total raw matedels and
materlals purchases in 19$9. :

The Company has an exclusive contracl dated May 23, 1894 valid for 15 years with Arara, under
which Arara agreed 10 supply the Company with its requiremnents for mixed tropical harawood,
acacia and eucalyplus. The price paid 10 Arara for wood supplied is ganérally 3n amournt equal to
its actual cost of production and harvesting, including transportation, legging and contribution o
the reforestation fund (see Note 382). The Company from 1ime 1o time has also advenced funds
to Arara for purchases of raw materlals and fto assist in the reforestation and piantation
development for the long-term development of wood supplies for the Company. Purchases from
this company is being applied against the advances which have remaining balances recorded under
“Advances fo Suppliers and Others - Related Panties® in the consolidated balance sheel as of
December 31, 1999 (see Note §). In 2000, the advances pravided to Arara 2iso included non-
interest bearing funds and tne balance of USS 261 milion is presented 83 ‘Non-Cumment - Advances
to Related Party” in the consalidated balance sheet as of December 31, 2000 (see Note 383).
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d)

e)

- 8)

h)

In July 1996, the Company entered into an exclusive contract with PT Sinar Mas Specialty
Minerals (SMSM), an associated company, valid for 10 years and automatically renewed for a
successive 12 months period unless terminated tv either party, under which SMSM agreed to
supply the Company with its requirements for Precipitated Calcium Carbonate Megafil and
Albagloss (PCC). The Company purchased megafil and albaglos from SMSM in 2000 and 1899
amounting to approximately USS 4 million and US$ 5 million or 1% and 1% from total purchase,
respectively. The Company also agreed to contribute to SMSM carbon dioxide gas supply at no
charge and other resources and services (land, utilities and services, landfill, electrical services,
electrical usage and product storage) at their actual cost. Based on SMSM'’s board of directors’
resolution dated December 1, 1999, SMSM agreed to pay the Company with management fee
and technical fee to Specialty Minerals International Inc., U.S.A. Total management fee earned
during 2000 and 1998 amounted to nil and US$ 564,000, respective'y. The related receivables
are yecorded under "Due from related parties” in the consolidated balance sheets.

In addition to the above, the Company has also purchases of raw materials from Linden Trading
Company Inc., U.S.A,, Vestwin Trading Pte. Ltd., Singapore, PT Ekamas Fortuna and PT Intercipta
Kimia Pratama totaling US$ 161 million or 36% from the total purchases in 2000 and US$ 55 million
or 12% from the total purchases in 1999. The related pavables are recorded under “Accounts
Payable Trade - Related Parties” in the consolidated balance sheets. In 2000, the Company
provided advances to Linden Trading Company and Vestwin Trading Pte. Ltd. which balances are
presented as “Advances to Suppliers and Others” in the consolidated balance sheet (see Note 9).

Besides maintaining current accounts, the Company has piacement of time deposits with related
parties (see Note 3). The interest income from time deposits placed with related parties amounted
to USS 3 million and US$ 22 million in 2000 and 1999, respectively. The interest receivable
presented under "Accounts Receivable - Others” in the consolidated balance sheets amounted to nil
and USS$ 0.5 million in 2000 and 1999, respectively.

The Company also obtained credit facilities from related parties (see Notes 16 and 20). Interest
expense from these liabilities amounted to USS 30 million and US$ 12 million in 2000 and 1999,
respectively. The accrued interest expense recorded under “Accrued Expenses” in the consolidated
balance sheets amounted to US$ 3 million and ni} as of December 31, 2000 and 1999, respectively.

As of December 31, 2000 and 1999, certain short-term and long-term credit facilities obtained by
the Company were guaranteed by related parties. As of December 31, 2000, cértain short-term and
long-term credit facilities obtained by the Company were also secured with pledge of shares of
related parties held by certain related parties. As of December 31, 1999, short-term loans payable
facilities obtained by the Company included certain balances totaling US$ 17 million which are

- covered by a letter of comfort from a stockholder (see Notes 16, 19 and 20). As of December 31,

2000 and 1999, the balance of bank guarantee facilities from PT Bank Internasionai Indonesia Tbk
amounted to nil and US$ 0.02 million, respectively.

In 2000 and 1999, the Company's property, plant and equipment are insured with several insurance
companies outside indonesia, which was coordinated through PT Asuransi Sinar Mas, a related
party, with a coverage of up to approximately USS$ 4.61 billion and US$ 3.9 billion, respectively.
Several transpartation equipment are insured with PT Asuransi Sinar Mas with a coverage of up to
Rp 1.2 billion and Rp 7.4 billion, in 2000 and 1999, respectively, and with PT LG Simas General
Insurance, a related party, with a coverage of US$ 0.2 million and Rp 7.7 billion in 2000 (see Note
12). The Company also insured its inventories to a group of insurance companies, which was
coordinated through PT Asuransi Sinar Mas, with the coverage for any ane location not to exceed
the sum of US$ 200 million and US$ 200 million in 2000 and 1999, respectively (see Note 8).
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)

k)

m)

N

0)

In 2000 and 1999, the Company uses the transportation services of PT Bina Sinar Utama, a related
party, and in 2000, PT Bina Sinar Amity and Bina Sinar Amity Transportation Service (Singapore)
Pte. Ltd., Singapore, related parties. Total related transportation expense charged in 2000 and 1999
amounted to approximately US$ 2 million and US$ 1 million or 3% and 2%, respectively, of the total
transportation expense. The related payables are presented as "Due to Related Paries” account in
the consolidated balance sheets. The Company also provided non-interest bearing fund to Bina
Sinar Amity Transportation Service (Singapore) Pte. Ltd. which balance is presented as “Due from
Reilated Parties” and advance to PT Bina Sinar Utama which balance is presented as “ Advances to
Suppliers and Others - Related Parties™ in the consolidated balance sheets (see Note 9).

fn 2000 and 1999, the Company has a membership certificate amounting to US$ 1,710,000 million |
with PT Kerawang Bukit Golf, a related party.

As of December 31,-2000, accounts receivable - trade includes those outstanding receivables .
previously sold to a related party bank which amounted to approximately US$ 258,974,876 As of
December 31, 1998, outstanding receivables discounted to a related party bank amounted to
USS 83,828,857. The discounting expense on these accounts receivable is charged to the
customers (see Notes 6, 20 and 35¢ and d).

The Company entered into a sale and leaseback transaction with PT Summit Sinar Mas Finance, a
related party (see Note 21).

Effective January 2, 1998, the Company and PT Dian Swastatika Sentosa (DSS), a related party,
entered into asset purchase and energy services agreements whereby the Company agreed to sell
its power plant assets in Tangerang and Serang to DSS and purchase the energy services from
DSS for a period of 25 years. The actual energy purchase cost paid by the Company to DSS
amounted to US$ 39 million and US$ 40 million in 2000 and 1999, respectively. The Company- also
entered into master operating, lease and employee transition agreements which provide for the
lease to DSS of the land where the power plant assets are located, and the transfer to DSS of the
Company's employees invoived in the operation of the power piant assets (see Note 33 (1)). The
related payables are recorded as "Due to Related Parties” in the consolidated balance sheets.

APP provided certain management and marketing services to the Company. The management fee
in connection with these services amounted to Sin$ 51 million and Sin$ 21 million in 2000 and 1999,
respectively, which is reported under “Operating Expenses” in the consolidated statements of
income (see Note 25). The related payables are recorded as “Due to Related Parties” in the
consolidated balance sheets.

The Company entered into rental agreements with PT Royal Oriental Ltd., a related party, for
office spaces with a total area of 5,193 square meters covering the period from August 1, 1997 to
July 31, 2000 and 713 square meters covering the period from August 1, 1999 to July 31, 2000.
These agreements were renewed in August 2000 with a total area of 5,905 square meters
covering the period from August 1, 2000 to July 31, 2003. The Company also entered into a new
rental agreement with the same party for other office spaces with a total area of 228 square
meters covering the period from November 1, 2000 to October 31, 2001. Rent charges amounted
to US$ 16 per month per square meter and service charge amounted to US$ 7 per month per
square meter. Total rent expenses charged amounted to US$ 2 million and US$ 1 million in 2000
and 1999, respectively, and were presented under “Operating Expenses” in the consolidated
statements of income.

T U R
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p) In 2000, the Company’s non-current export trade receivables were reduced by USS 48,858,650
which represents the reimbursements of expenses of APP International Trading. (VI) Limited, APP
International Trading (V) Limited, APP intemnational Trading (ll) Limited, APP International
Trading () Limited and other trading companies. The corresponding expense is recorded in
“Other Charges” in the consolidated statement of income (see Notes 6 and 28).

q) The Company has also entered into several agreements with certain related paries in which the
Company has committed to supply and sell the Company's products to those related parties (see
Note 33 (4)). The Company has-alsoc entered into supply contract with several related parties in
relation to the purchase of equipment and spare parts (see Note 13).

r) In 1999, the Company sold machineries to Gold Hai Paper (Kunshan) Co. Ltd., a related party,
with a selling price of US$ 3,860,000 (see Note 12). The related receivable on this transaction -
was recorded as “Due from Related Parties” in the consolidated balance sheet.

in addition to those disclosed above, due from related parties arose mainly from iending of raw
materials which will be settled in the forrmn of raw materials, harvesting fee, rental of equipment and
reimbursement of expenses while due to related paries arose mainly from borrowings of raw materials
which will be settled in the form of raw materials and charges of expenses.

INVENTORIES

Inventories consist of:

2000 1999

Finished goods

- pulp » Uss 9,231,808 USS 10,533,423
- paper 38,835,271 24,850,593
- packaging paper 30,050,723 26,921,701
Work in process

- pulp _ 583,653 2,113,869
=+ paper 3,720,739 3,662,959
- packaging paper . 7,281,556 8,252,301
Raw materials 138,265,514 112,905,704
Indirect materials and spare parts 77,670,388 : 74,411,156
Total Uss 305,639,652 USS$ 263,651,706

indirect materials consist mainly of electrical and mechanical supplies, tools and instruments, chemicals
and plant supplies.

As of December 31, 2000, the net realizable value of packaging paper finished goods, mainly paper roll,
is lower than cost which is caused by the significant increase in the materials purchase price which is
higher than the seling price. Accordingly, the Company reduced the packaging paper finished goods
balance by US$ 2,078,078. As of December 31, 1999, the management has the opinion that allowance
for obsolete or slow-moving inventory is not necessary.

As of December 31. 2000, short-term credit facilities obtained from Standard Chanered Bank, Jakara
are covered by security on the imported raw matenals and spare parts (see Note 16).
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On December 3, 2000, the Company's inventories of US$ 9,395,035 had been damaged by fire which
occurred in the Company's Perawang warehouses. As of December 31, 2000, the insurance claim for
fire loss is still being processed. Accordingly, the related cost of inventories were written off and
recorded under “Other Receivables” in the. consolidated balance sheet. Up to December 12, 2001, the
insurance claim is still being processed.

As of December 31, 2000 and 1999, the insurance coverage on inventories in any one location shall
not exceed the sum of US$ 200 million for both years which in management's opinion is adequate to

cover possible losses arising from fire, vessel or craft transportation loss, amaong others (see Note
).

9. ADVANCES TO SUPPLIERS AND OTHERS

Current-advances to suppliers and others consists of the foliowing:

2000 1899
Third parties .
Advances to suppliers uss 76,037,503 USS 163,167,160
Advances against expenses 906,260 2,841,254
Others 3,805,177 4,041,740
Total Us$ 80,748,940 - USS 170,050,154
Related parties
Linden Trading Company inc., U.S.A.
(see Note 7¢) Us$ 9,900,000 USS -
-Vestwin Trading Pte. Ltd., Singapore
(see Note 7e) 3,420,744 -
PT Bina Sinar Utama (see Note 7i) 1,657,102 -
PT Arara Abadi {see Note 7¢) - 24,752,622
Total uss 14,977,846 USS 24,752,622
10. PREPAID EXPENSES AND TAXES
Prepaid expenses consist of;
2000 1999
Rent (see Note 70) Us$ 1,013,656 USS 950,713
insurance (see Note 7h) 74,088 974,195
Cthers 9,776,482 19,372,739
Total prepaid expenses 10,864,226 21,297,647
Prepaid taxes consist of the following:
Value-added tax .
(Rp 21,032,515,503 in 2000 and
Rp 14,390,518,610 in 1989} 2,192,330 3,472,458

R
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2000 1999
Income taxes
Article 22 (Rp 2,625,048,177 in 2000 and
Rp 1,270,724,967 in 1999) USss 273,585 USS 179,992
Article 23 (Rp 988,062,219 in 2000 and
Rp 570,262,566 in 1999) 102,978 82,437
Fiscal (exit taxes) (Rp 1,253,000,000 in 2000
and Rp 1,263,000,000 in 1999) 130,589 187,653
Total prepaid taxes 2,£99,482 3,922,540
Total prepaid expenses and taxes USs 13,563,708 USS 25,220,187
11. INVESTMENTS IN SHARES CF STOCK
The details of this account are as follows:
Carrying Value
Number of Percentage of
Investees Shares Held Ownership 2000 1999
PT Sinar Mas Specialty Minerals 2,500 50% USS 3,433,718 USS 3,161,222
PT Paramitra Abadimas Cemerlang 760 19 225,620 225,620
IK Import & Export Limited 1,800 19 1,900 -

' Total

USS 3,661,238 USS 3,386,842

Starting in July 1997, PT Sinar Mas Speciaity Minerals (SMSM) commenced its operations and
engaged in chemicals manufacturing. in 2000 and 1999, the camying value of investment in SMSM
includes the Company's equity in the net income of the associated company of US$ 272,496 and
USS$ 661,222, respectively, which is recorded under “"Other Income (Charges) - Others” in the
consolidated statements of income.

The Company made an investment in IK Import & Export Limited, British Virgin islands in April and
November 2000 totaling 1,900 shares which represent 19% ownership interest at USS$ 1,900.

Subsequently, the Company made additional investment which increased its ownership to become
100% (see Note 38b).

12,

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consist of:

2000
Beginning Balance Additions Deductions Ending Balance

Carrying Value
‘Direct Ownership
Landrights uUss 32,058,537 uss 1,346,409 uss [81:33 33,404,946
Land improvements 156,556,355 345,346 - 156,901,701
Buildings 350,683,738 1,461,989 771,955 351,373,772
Machinery 3,749,833,055 364,859,601 304,711 4,114,387,945
Transportation equipment 24,601,103 240,373 537,869 24,303,607
Fumiture, office fixtures and other

equipment 24,659,336 2,732,808 28,110 27,364,035
Total 4,338,392,124 370,886,527 1,642,645 4,707,736.006

T ey,
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Assets under Capital Lease (see Note 21)

Machinery
Transporiation equipment

Total

Assels under Construction
Conslruction in progress

Total Cartying Value

Accumulated Depreciation

Direct Ownership

Land improvemenis

Buildings 1

Machinery |

Transportation equipment

Furniture, office fixtures and other
equipment

Total

Assels under Capital L ease
Machinery
Transporiation equipment

Total
Total Accumulated Depreciation

Net Book Value

Carrying Value

Direct Ownership

Landrighls

Land improvements

Byildings

Machinery

Transportation equipment

Furniture, office flixtures and other
equipment

Total

Assets under Capilal Lease (see Note 21)
Machinery

Assets under Constructicn
Construction in progress

Total Carrying Value

Accumulated Depreciation

Direct Ownership

Land improvements

Buildings

Machinery

Transportation equipment

Furniture, office fixtures and other
equipment

Total

2000
Beginning Balance Additions Deductions Ending Balance

Uss 38,841,283 USS - US$ - USS 38,841,283
- 218,073 - 218,073
38,841,283 218073 - 39,058,356
93,688,839 106.376,476 156,164,655 43,900,660
4,470,922,245 477,581,076 157,807,300 4,790.696.022
27,348,113 7.778,152 - 35.127.265
63,189,476 17,661,500 62,633 80,788,343
551,668,642 151,158,785 87574 702,739.853
19,306,841 2,560,215 531,807 21,335,149
17,254,801 4,056,331 26,688 21,284,444
678,768,873 183,214,983 708,802 861,275,054
4337847 1,553,852 - 5,891,589

. 9,445 - 9,445

4,337,947 1,563,097 - 5,901,044
683,106,820 184,778,080 708,802 867,176,098

USS 3,787,815,426 USS 3.923,519.924

1999
Beginning Balance Additions Deductions .Ending éalance

uss 31,202,615 uss 855,922 uss - uss 32,058,537
121,807,957 34,648,398 - 156,556,355
265,214,717 85,459,021 - 350,683,738
2,919,137,154 838,263,269 7,567,368 3,749,833055
23,826,124 1,272,107 497,128 24,601,103
21,691,934 2,998,159 30.757 24,659,336
3,382,980,501 963,506,876 8,095,253 4.338,392,124
38,841,283 - - 38,841,283

590,827,182 265.527.964 762,666,307 93,688,839

4,012,648,966 1,229,034,840 770,761,560 4,470,922,246
21,169,149 6,179,964 - 27,349,113

48,335,120 14,854,356 - 63,189,476

420,678,005 133.484515 2,493,878 551,668,642

15,938,808 3,842,955 474,922 19,306,841

12,895,634 4,387,695 29,532 17,254,801

519,017.716 162,749 489 2,998,332 678,768,873
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1999

Beginning Balance Additions Deductions - Ending Balance
Assols under Capital Loase
Machinery ~ uss 2,784,618 uss 1,553,329 uss - uss 4,337,947
Total Accumulated Depreciation 521,802,334 164,302,818 2998332 683,106,820
Net Book Value US$ 3,450,846,632 USS 3,787.815.426

Additions to property, plant and equipment include reclassifications from construction in progress to
property, plant and equipment amounting to US$ 156,164,655 and USS$ 762,666,307 in 2000 and 1999,
respectively, and reclassifications from advances for purchases of property and equipment amounting to
US$ 167,537,843 in 2000 and nil in 1999, Disposals of property, plant and equipment in 2000 include
assets ‘destroyed due to fire loss with cost and accumulated depreciation of USS 807,825 and
USS$ 71,996, respectively, and in 1999 include sales to related parties with net book value amounting to
USS$ 5,275,573 (see Note 7r). As of December 31, 2000, the insurance claim for fire loss is still being
processed. Accordingly, the related net book value of the property, plant and equipment were written off
and recorded under “Other Receivables” in the consolidated balance sheet. Up to December 12, 2001,
the insurance ciaim is still being processed.

In 2000, the Company purchased several parcels of land located at Kamaruton and Tegalmaja village,
Serang, West Java with a total area of 1,171,008 square meters. As of December 31, 2000, landrights
represent the Company's right to build ancd use which will expire between 2008 and 2030. The
management believes that the rights are renewable.

Significant additions to property, plant and equipmeht in 2000 include the new pulp mill modification
projects Perawang Pulp Mills No. 1, 2 and 8.

Depreciation charged to factory overhead and operating expenses is as follows:

2000 1999
Property, plant and equipment _ uss 183,214,983 US$ 162,749,489
Assets under capital lease 1,563,097 1,553,329
Total uss 184,778,080 US$ 164,302,818

As of December 31, 2000, the percentage of completion of the construction in progress for Perawang
Power Plant including Civil, Mechanical and Electrical sections in financial terms is approximately 70%,
17% and 10%, respectively, which are expected to be completed and commence trial operations in
various dates in 2001. However starting January 1, 2001 up to December 12, 2001, the construction
work at Perawang mill has slowed down due to financial difficulties faced by the Company and the

Company can not detemmine the expected compietion date of these projects pending the results of the
restructuring.

Construction in progress includes capitalized interests on borrowings (see Notes 19 and 20) obtained to
finance the construction of USS 8,915,274 and US$ 57,098,123 in 2000 and 1999, respectively, (see
Note 26) and capitalized foreign exchange gain of US$ 1,223,752 and nil in 2000 and 1999, respectively
(see Note 27). The capitalization rate used for capitalization of borrowing costs was 4% and 7% in 2000
and 1998, respectively.
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As disciosed in Note 36, the significant pulp and paper sales price decline starting in the last quarter
of 2000 up to December 12, 2001 and effects of the adverse economic conditions may indicate an
impairment in the value of the Company’s property, plant and equipment and require an assessment
to be made by the Company. Management has the opinion that it was impractical to determine the
asset recoverable amounts and the estimated present value of future cash flows on these assets.
Therefore, the Company has not performed any impairment assessment (see Note 2p).

As of December 31, 2000 and 1999, approximately 30% and 13%, respectively, of the net book values
of the property, plant and equipment are pledged as collateral for the Company's long-term notes

payable, long-term bank and supplier loans payable and obligations under capital lease (see Notes 19,
20, 21 and 35¢€).

Buildings, machinery, transportation equipment, furniture and office fixtures and other equipment are
covered:by all risk insurance of approximately US$ 4.8 billion and Rp 11.6 billion as of December 31,
2000 and US$ 3.9 billion and Rp 7.4 billion as of December 31, 1999, which in management's opinion is
adequate to cover possible losses from such risks (see Note 7h).

13.

ADVANCES FOR PURCHASES OF PROPERTY AND EQUIPMENT

This account consists of the following:

2000 1999
Third parties ' Uss 296,650,314 USS 389,892,153
Related party
APP International Equipment Company .
Ltd., Mauritius 115,285,948 -

Total UsSs 411,936,262 USS$ 389,892,153

This accounts represents advance payments for purchases of spare parts and machinery on the pulp
mill and paper machine expansion at Perawang and packaging paper mili expansion at Serang.

on September 11, 2000, the Company together with PT Pabrik Kertas Tjiwi Kimia Tbk, PT Pindo Deli

Pulp and Paper Mills and PT Lontar Papyrus Pulp & Paper Industry, related parties, (collectively
referred to as Buyers) entered into a supply contract with Asia Pulp & Paper Company Ltd. (APP), APP
International Equipment Company Ltd. (APPIE), related parties, ORIX Trade intemational Corporation
(OTIC), ORIX Corporation (ORIX) and Nissho lwai Corporation (NiC) whereby the Buyers agreed to
purchase from OTIC certain equipment and/or spare parts (Equipment) with the total aggregate value
not to exceed JPY 15 billion. ORIX agreed to provide or amange back-up funding to OTIC to enable
OTIC to fulfill its obligation while APP agreed to guarantee the Buyers' obligation. Pursuant 1o the supply
contract in September to October 2000, APPIE entered into several sale agreements with NIC whereby
NIC agreed to purchase from APPIE the Equipment totaling JP¥ 13,235,957,780 whereby the payment
shall be made by OTIC. OTIC also entered into a sale agreement with NIC whereby OTIC agreed to
purchase the Equipment. The Company utilized the facility, made an advance to APPIE and incurred
liabilities to OTIC (see Note 16). The supply contract includes negative covenants on the par of the
Buyers relating to, among others, entering into merger, consolidation, sale, lease, assignment or
disposal of all or substantially the Buyers’ assets without the prior consent of OTIC.
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14.

CLAIMS FOR TAX REFUND

This account represents claims for tax refund as follows:

1998
Value-added taxes
1996 (Rp 53,628) uss 7
1995 (Rp 22,596,204,497) 4,064,111 -
income taxes
Aticle 22
(1998 fiscal year - Rp 2,387,019,307) 354,584
Artitle 23
(1998 fiscal year- Rp 135,547,812) 19,595
Fiscal (exit taxes) _
(1998 fiscal year - Rp 1,356,450,000) 192,129
Total : uUss 4,630,426

In 2000, the Company received the payment of restitution for input value-added tax for the year 1995
which amounted to Rp 27,359,364,212, and received the interest income of the restitution balance from
the tax office of Rp 10,826,815,913.

In 2000, the Company also received the payments of restitution for income taxes Articles 22, 23 and
fiscal (exit taxes) for the year 1998 which amounted to Rp 2,387,019,307, Rp 135,547,812 and
Rp 1,356,450,000, respectively,

In 2000, the Company claimed for restitution for income taxes Articles 22, 23 and fiscal (exit taxes) for
the year 1989, amounting to Rp 479,265,096, Rp 584,868,291 and Rp 1,335,500,000, respectively, and
has been paid by the tax office at Rp 476,950,253, Rp 584,868,291 and Rp 1,334,000,000, respectively,
in 2000.

in 1999, the Company has claimed restitution for input value-added tax amounting to
Rp 69,897,785,153, and has been paid by the tax office at Rp 69,897,785,153 in 1999. The Company
also received the payments of restitution for input value-added tax for the years 1998 and 1997 which
amounted to Rp 47,099,612,937 and Rp 226,209,738, respectively.

15.

ASSETS NOT USED IN OPERATIONS AND ASSETS WRITE-OFF

On December 16, 1998, in connection with the termination of the purchase agreements for Perawang
Paper Machines (PPM) project machines No. 4 and 5 (Beloit Machineries PPM 4 and 5) entered by
APP and the Company with Befoit Asia Pacific (L) Inc. and Beloit Asia Pacific Pte. Ltd. (Beloit}, Beloit
filed for arbitration in Singapore against APP and the Company, collectively, seeking specific
performance of the purchase agreements, which total approximately US$ 300 million, and alleged
damages of approximately US$ 125 million.
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On the same date, APP and the Company filed for arbitration in Singapore against Beloit. APP and
the Company have claimed in the arbitration that Beloit breached its obligation under the purchase
.agreements, and APP and the Company sought in the arbitration a refund from Beloit of the advance
payments in excess of US$ 46 million made by the Company to Beloit and the cancellation of a
promissory note of US$ 59 million given by APP to Beloit to assist Beloit in performing its obligations
under the purchase agreements. In addition, APP and the Company sought for compensation in full
of all costs incurred by APP and the Company which are directly attributable to the breach by Beloit of
its obligations under the purchase agreements.

In connection with one component of the USS 46 million claim, in January 1999, Harnischfeger
industries Inc. (Harnischfeger), the parent company of Beloit Corporation, commenced proceedings in
a district court in the United States to stay a drawing by APP and the Company under two stand-by
letters of credit issued to provide assurance of retum of a portion of the down payments made.

On April 15, 1998, Bejoit demanded payment of the first installment payment allegedly due under the
promissory note. On April 28, 1999, APP and the Company commenced proceedings in the High
Court in Singapore to restrain Beloit Corporation (Beloit Corp.) and First INational Bank of Chicago
from drawing or otherwise dealing with the promissory note pending the outcome of the arbitration
proceedings against Beloit Corporation.

On April 28, 1999, APP and the Company aiso filed for arbitration in Singapore against Beloit Corp.,
the parent company of Beloit, seeking the same relief sought against Beloit in the arbitration
proceedings described in the paragraph above.

In May 1999, the district court in the United States entered on consent of the parties a preliminary
- injunction restraining payment of the letters of credit. APP and the Company applied to the court for
an order staying these court proceedings pending the outcome of the dispute with Beloit.

On February 25, 2000, APP and the Company announced that they have reached a settlement of the
dispute with Beloit, subject to satisfaction of certain conditions, including the approval of the United
States bankruptcy court, which is required because Beloit was subject to bankruptcy proceedings in
the United States. The Deed of Settlement dated March 3, 2000 was executed by these parties,
whereby they have agreed that:

« Beloit will retain the advance payments of approximately USS 46 million which it had previousty
received;

« The US$ 59 million promissory note given to Beloit and the four letters of credit issued by Beloit
for the benefit of APP and the Company will be cancelled;

« The Company and APP will acquire certain equipment, components and spare parts produced or
acquired in connection with the paper machines (certain Beloit Machineries PPM 4 and 5); and

e The Company and APP will pay Beloit USS 135 million, comprised of a cash payment of
US$ 25 million and 15% Guaranteed Senior Notes Due 2002 of US$ 110 million (the Note) issued
by indah Kiat Finance (V) Mauritius Limited (IK Finance 1V), and guaranteed by APP and the
Company (see Note 19).

The Deed of Settlement also provides for the dismissal of the above-mentioned court proceedings in
the district court in the United States.

3y
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in the early part of 2000, the U.S. Bankruptcy Court has rendered its approval, the USS 25 million
cash has been paid to Beloit and the promissory note and letters of credit which have been issued
had been cancelled. In addition, Beloit has retumed the cancelled promissory note and APP and the
Company are making arangements for the delivery of certain Beloit Machineries PPM 4 and 5.

In relation to the settlement signed on March 3, 2000, the management affirned the cancellation of
PPM 4 and 5 Project, and as a consequence, due to the uncertainty about the future economic
benefits that are expected to arise from the future use of the PPM 4 and 5 Project, the Company and
APP management have determined that an impairment loss has been incurred.

The carrying value of the project costs incurred in 1999 amounted to USS$S 84 million (including the
USS$ 46 million advance payments to Beloit) and the US$ 135 million additional claim of Beloit totaling
USS 219 million. Based on the appraisal report dated April 24, 2000 of PT Actual Kencana Appraisal,
the matket value of the certain Beloit Machineries PPM 4 and 5 located in the U.S. and Germany as
of March 24, 2000 amounted to US$ 70,858,200 determined based on the depreciated replacement
cost method which considered the physical damage, functicnal and economic obsolescence of the
assets. In 1999, the adjustment on impairment loss made through the asset write-off of US$ 149
million has been recorded in the consolidated statement! of income. The above certain Beloit
Machineries PPM 4 and 5 are stated at their recoverable amount and presented as "Assets Not Used
in Operations” in the consolidated balance sheets.

On April 6, 2001, Beloit Corp, filed the complaint in the Hamischfeger U.S. Court proceedings against
APP and the Company seeking a declaration from the court that it holds clear title to certain of the
parts and equipment which are still held by third parties. On June 15, 2001, the Company and APP
moved to dismiss the complaint on the ground that it failed to state a claim for declaratory relief and
that the Deed of Settlement requires arbitration of the dispute in Singapore. In a decision dated
September 28, 2001, the U.S. Bankruptcy judge granted the motion to stay the case pending
arbitration in accordance with the Deed of Settlement. Beloit Corp. has not yet initiated any arbitration
proceedings, but its counsel has indicated an intent to do so. Up to December 12, 2061, certain Beloit
Machineries have not been delivered to the Company and the Company's negotiation with Beloit is
still ongoing. '

Based on the appraisal report dated December 15, 2000 of PT Saptasentra Jasa Pradana, the
fnarket value of the certain Beloit Machineries PPM 4 and 5 located in the U.S. and Germany as of
December 8, 2000 amounted to US$ 38,322,185 determined based on the depreciated replacement
cost method which considered the physical damage, functional and economic obsolescence of the
assets. In 2000, the adjustment on impairment loss made through the asset write-off of
US$ 33 million has been recorded in the consolidated staterment of income.

On or about April 16, 2001, Beloit Corp. filed a summons against IKF 1V, a subsidiary (see Note 1c),
the Company and APP (the Defendants) alleging that default had taken place on payment of
instaliments under the US$ 110 million Note and therefore the entire principal became due. Belo#t
Corp. filed a motion for summary judgment to be granted in its favor in lieu of a formal complaint. The
amount claimed by Beloit was US$ 118,227,397 plus USS 45,206 per day for each day after April 2,

2001, plus interests thereon and attorneys’ fees and for such further relief as the court may deem just
and proper. ‘

The Defendants filed an application in opposition to Beloit Corp.'s motion for summary judgment in
lieu of complaint together with a cross-motion to dismiss Befoit Corp.’s claim. On September 6, 2001,
the Court denied Beloit Corp.'s motion for summary judgment and aiso granted the Defendants’ cross
motion. The court also ordered that Beloit serve a formal complaint and the Defendants shall move
against or serve an answer to the complaint,
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On September 19, 2001, Beloit Corp. filed a formal complaint against the Defendants alleging the
same operative facts and seeking essentially the same relief as previously sought in the summons
filed in April 2001. Beloit also appealed against the decision on September 6, 2001 denying their
motion for summary judgment in lieu of complaint and the appeal is pending.

in response to the formal complaint filed on September 19, 2001, the Defendants on October 8, 2001,
moved to dismiss the complaint on the grounds that the Bank of New York as Indenture Trustee is the
only parly with the standing to prosecute an action based on an event of default for the entire
accelerated balance under the Note. In response, Beloit Corp. filed a motion to convert the motion to
dismiss to a motion for summary judgment and granting summary judgment to Beloit Corp. for the
sum of US$ 110 miliion and interests. Oral arguments were heard on this motion in November and
December and the decision has been served. Up to December 12, 2001, the Company's legal

counsel is unable to forrn a judgment as to whether an unfavorable outcome is either probable or
remoté. - -

The Company's legal counsel, in its letter dated December 3, 2001, indicated that there is no further
development from the above.

Up to the date of this report, APP and the Company management believe that as of December 31,
2000, no adjustments or provision for losses are required to be made in the consolidated financial
statements in relation to the foregoing case.

16. SHORT-TERM LOANS PAYABLE - NET
This account represents short-term facilities obtained from the following:

2000 1999

Third parties
PT Bank Fuji International Indonesia, Jakarta

(formerly PT Fuji Bank Intemational

Indonesia) (US$ 128,034,713,

EURO 1,072,510 and JP¥ 136,714,523)

(see Notes 38d, e and q) uss 130,221,653 USS -
ORIX Trade Intemational Corporation, Japan

(JP¥ 13,235,957,780) (see Note 13) 115,285,948 -
PT Bank Mandin (Persero), Jakarta 25,235,861 -
The Hongkong and Shanghai Banking

Corporation Limited, Jakarta 19,703,433 9,408,456
ABN AMRO Bank N.V., Jakarta (see Note 32 (5)) 16,887,548 6,000,000
PT Bank CIC Internasional Tbk, Jakarta

(see Note 38i) 11,114,668 -
Citibank N.A., Jakarta (US$ 5,682,489 and

Rp 30,553,728,346) 8,866,828 -
American Express Bank Ltd., Jakarta and

Singapore {(US$ 8,144,316 and EURO 21,500

in 2000 and USS$ 7,500,000 in 1999)

(see Note 38) 8,164,316 7,500,000

(Forward)
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2000 1999

Standard Chartered Bank, Jakarta

(USS$ 5,173,461, EURO 940,878,

SEK 1,046,925, Sin$ 601,016,

GBP 9,450, AUD 50,250, CHF 183,000 and

DEM 118,429 in 2000 and US$ 4,966,662,

EURO 368,596, SEK 362,650,

Sin$ 172,551, GBP 4,800 and

DEM 11,185 in 1999) (see Note 38f) Uss 6,714,469 USS 5,497,370
PT Bank Pan Indonesia Tbk, Jakarta

(Rp 50,000,000,000) (see Note 38s) 5,210,897 -
Credit Suisse First Boston, Singapore 5,000,000 -
PT Bank Sumitorno Mitsui Indonesia, Jakarta -

(formerty PT Bank Sumitomo Indonesia)

(see Note 38u) 3,200,000 3,200,000
PT Bank Central Asia Tbk, Jakarta

(Rp 27,144,040,556) (see Note 38t) 2,828,956 -
Bank of America N.A., Jakai.a

(Rp 27,000,000,000 in 2000 and

1999) (see Note 38c) 2,813,966 3,802,817
PT Bank Universal Tbk, Jakarta

(Rp 25,000,000,000) 2,605,524 -
Maybank intemational Ltd., Malaysia 2,400,000 ’ -
PT Indosuez indonesia Bank, Jakarta

(see Note 38g) ) 2,000,600 6,000,000
PT Bank Sanwa Indonesia, Jakarta .

(formerly PT Sanwa Indonesia Bank)

(see Note 38h) 1,998,180 1,583,190
PT Bank Maybank Indocorp Jakarta (formerly

PT Maybank Nusa Intemnational),

(USS$ 559,413, EURO 100,795, Sin$ 887,210

* and AUD 23,000 in 2000 and US$ 967,016

and JP¥ 6,220,000 in 1999) 1,177,954 . 1,027,877
PT Bank Mayapada Intemasional Tbk,

Jakarta (Rp 10,000,000,000) 1,042,253 -
ING Bank N.V., Singapore - 100,000,000
Total short-term loans payable - third parties 372,472,454 144,019,710
Less unamortized interest (see Note 2h) ( 5,994,522) -
Net | US$ 366,477,932 US$ 144,018,710

Related parties (see Note 7f)
PT Bank Credit Lyonnais Indonesia, Jakarta Uss. 145,881 US$ -
PT Bank internasional Indonesia Tbk, Jakarta - 44,350,972

(Forward)
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2000 1999

PT Bank Fuji International Indonesia,

Jakarta (formerly PT Fuji Bank internationa!

Indonesia) (US$ 10,768,165,

JP¥ 83,769,142, EURO 398,808,

GBP 26,000, DEM 138,080 and

Sin$ 87,888 in 1999) Uss - Uss 12,155,203
PT Bank Internasional Indonesia Tbk - Cayman

lslands Branch - 3,388,856
Total short-term loans payable - related parties Uss 145,881 US$ 59,895,031
Total short-term loans payable uss 366,623,813 USS 203,914,741

The above short-term loans payable represent mostly working capital loans which include revolving loan
facilities, bill discounting facilities (see Note 6), import usance and sight ietters of credit facilities, trust

receipts and export facilities, foreign exchange facilities, product purchase and prepayment
arrangement and overdraft facilities.

These short-term loans payable bear annual interest rates as follows:

2000 1999

US Dollars 8.6% - 15.8%  6.5%-14.8%
Rupiah 15.2% - 20.0% 16.5% - 49.5%
Other foreign currencies 2.9%-77% 3.1% - 8.6%

As of December 31, 1899, IKF [i (see Note 1c), a wholly-owned Subsidiary, has outstanding loans
payable to ING Bank N.V., Singapore.

The loan agreements inciude negative covenants and restrictions relating to, among others, the
maintenance of certain financial ratios and surplus cash balances by the Company and Asia Pulp &
Paper Co. Ltd. (APP), direct or indirect majority ownership by APP in the outstanding common stock of
and management control in the Company and continuing guarantee from the Company for facilities
extended to Vestwin Paper Corporation and Linden Trading Company (related party trading
companies), changes in capital structure, ceasing in carrying on the business, lease or sale of significant
part of the Company's and Subsidiaries’ assets and investments, entering into merger, acquisition,
consolidation, reorganization, dissolution or undertaking a material change in the nature of the business,
failure to pay any indebtedness (cross-default) in excess of certain material amount, providing of loan or
guarantee, profit distribution and payments to stockholders and entering into non-arms' length
transactions.

Certain of these loans also include balances covered by pledge of Purinusa's shares held in the
Company covering 100% - 200% of the facilities amount, fiduciary transfer of and security on imported
raw materials and spare parts, assignment of depasit covering 5% - 35% of nominal vaiue of bills and
letters of credit, standby letters of credit from Malayan Banking Berhad, receivables on sold goods,
pledge of 30% from rediscounting export notes amount in the form of time deposits, pledge of
Massingham International Limited's shares held in Golden Agr Resources Limited and Flambo
International Limited's shares held in Asia Food & Properties Limited (related party companies) at an
amount not less than USS 60 miliion, corporate guarantee from APP in 2000 for facilities totaling US$ 70
miliion and by a letter of comfort from Purinusa in 1999 (see Notes 3, 6, 7g, 8 and 22).
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As of December 31, 2000, the Company has unused credit facilities of approximately US$ 75,611,630.

As of December 31, 2000, the Company was in technical default due to non-compliance with certain
financial ratios, among others, under the ioan covenants. Also, in March 2001, APP and its Subsidiaries,
including the Company, announced the debt standstill on all their obligations (principal and interest
payments) to creditors, except for certain trade creditors (see Notes 35g and h).

17. ACCOUNTS PAYABLE - TRADE

This account represents amounts due to suppliers for purchases of raw materials, spare parts and
factory supplies as follows:

Lo : 2000 1999
Third parties uss 128,438,872 USS 119,575,611
Related parties (see Note 7(5)) 7,340,026 12,224,691
Total (see Note 34) . ' uss 135,778,698 USS$ 131,800,302
18. TAXES PAYABLE
This account consists of the following taxes payable:
2000 1999
Income taxes :
Subsidiary - IK Finance B.V. ((NLG 272,975)
in 2000 and NLG 98,060 in 1999)
(see Note 1¢) (Uss 115,262) USS$S 44,721
Article 21 (Rp 16,620,348,128 in 2000
and Rp 8,031,765,640 in 1999) 1,732,184 1,131,235
. Aricle 22 (Rp 424,093,266 in 2000
and Rp 317,681,945 in 1999) 44,199 44,742
Articles 23 and 26 (Rp 9,995,126,801 in 2000
and Rp 12,470,959,505 in 1999) 1,041,627 1,756,474
Total Uss$ 2,702,748 USS$ 2,977,172

The foliowing presents the reconciliation between loss befere tax expense (income) and estimated tax

loss for the year ended December 31, 2000 which were based on the Rupiah consolidated income
statement.

Loss before tax expense (income) per consolidated statement of

income (Rp 6,584,547 986,833)
Net income of the Subsidiaries before tax expense (income) 698,428,377,303
Eliminating transactions relating to Subsidiaries ( 30,050,726,151)
Company's commercial loss before tax expense (income) ( 5,916,170,335,681)
Temporary differences 2,662,541,874,671
Pemmanent differences ( 152,619,006,445)
Company's estimated tax loss ( 3,406,247,467,455 )

(Forward)
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Tax loss camyforward balance in accordance
with the tax office’s decision letter (SKP) for the year

1998 (after compensation)

(Rp 170,423,017,612)

Company's balance of estimated tax loss camyforward after tax loss

compensation (Rp 3,576,670,485.067)

Temporary differences consist mainly of depreciation in 2000 and 1999 and provision for doubtful
accounts and loss on the decline of inventory value in 2000. Permanent differences consist mainly of
interest income already subjected to final tax and non-deductible interest expense.

The Company has reported its year 2000 income tax retum to the Tax Offices on March 31, 2001 based
on unaudited amounts pending the completion of the audit.

There were no tax expense (income) for the current year in 2000 and 1998 since the Company incurred
tax loss in 2000 and still has prior years' accumulated tax losses in 1999. The income of IK Mauritius,
IKF 1, IKF 1, IKF 1V, IKF V, IKF VI, IKF VIII, IK Trading and IK Trading li are subject to income tax at
0%. IK Trading | and ll reported no income in 2000.

Tax expense (income) and estimated tax payable of the Combany and its Subsidiaries are as follows:

2000 1999
Tax expense - current year (at prevailing tax rate)
Company uss - USs -
Subsidiary - IK Finance BV 303,418 250,627
Tax expense - current year US$ 303,418 USS 250,627
Tax expense (income) - deferred
Temporary differences at maximum
tax rate (30%)
. Valuation allowance Us$ 235,824,813 (US$ 79,812,941)
Revaluation of property, plant and
equipment net of depreciation 16,399,530 9,466,251
Depreciation of property, plant and
equipment 14,251,528 35,629,281
Amortization of deferred charges 12,445,498 287,562
Transactions under capital lease 640,840 2,382,983
Allowance for doubtful accounts ( 123,995,616) -
Accumulated tax loss ( 110,105,320) 28,296,691
Employees’ benefits ( 2,605,720) -
Loss on the decline uf inventory value ( 639,801) -
Tax expense (income) - deferred Uss 42,215,552 (USS 3,750,173)
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The following are the tax effects on significant temporary differences between accounting reporting and
tax reporting purposes:

2000 1999

Deferred tax assets A

Allowance for doubtful accounts uss 123,995,616 USS -

Accumulated tax loss 111,828,197 1,723,877

Revaluation of property, plant and

equipment - net 53,947,160 70,346,690

Employees’ benefits 2,605,720 -

Inventories 639,801 -
Total :+ . ' 293,017,494 72,070,567
Valuation allowance ( 235,824,813) -
Net 57,192,681 72,070,567
Deferred tax liabilities

Property, piant and equipment 101,877,922 87,626,394

Deferred charges 14,086,840 1,641,342

Transactions under capital lease 1,651,432 1,010,792
Total . 117,616,194 90,278,528
Deferred tax liabilities - net (see Note 34) (Uss 60,423,513) (US$ 18,207,961)

Tax losses recorded as deferred tax assets represents amounts which can be compensated against
taxable income within a period of five years since the date they were incurred.

Deferred tax assets and liabilities, other than accumulated tax loss, arose from the difference in the
methods or basis used for accounting and tax reporting purposes, mainly comprising depreciation on
property, plant and equipment, revaluation of property, plant and equipment, transactions under capital
lease, allowance for doubtful accounts, loss on the decline of inventory value and amortization of
deferred charges. The difference in the basis of recording of property, plant and equipment and
deferred charges is due to the differences in the estimated useful lives of the assets and depreciation
and amortization methods for accounting and tax reporting purposes. The difference in the basis of
recording of capital lease transactions is due to the differences in the expense recognition method for
accounting and tax reporting purposes. The difference in the basis of recording of revaluation on
property, plant and equipment resulted from the capitalization of net operating loss camryforwards to the
tax basis of property, plant and equipment. The difference in the basis of provision for doubtful accounts
and loss on the decline of inventory value are due to the difference in timing of recognition for

accounting and tax reporting purposes which for tax reporting, the recognition should fulfill certain
criteria.

Based on the review of the adequacy of the valuation allowance at the end of the year, the management
has the opinion that the valuation allowance as of December 31, 2000 is adequate to cover benefits that

"~ will not be realized. No valuation allowance is provided as of December 31, 1999 since the
management has the opinion that all benefits will be more likely thar not realized.

Based on the Decision Letter of the Director General of Taxes dated November 17, 2000, the
Company's taxable income for the fiscal year 1999 amounting to Rp 757,861,676,061 was adjusted to
Rp 628,237,079,266. The Company has no obligation to pay income tax due to its accumulated tax loss
camyforwards from prior years.
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Based on the Decision Letter of the Director General of Taxes dated February 22, 2000, the Company's
tax loss for the fiscal year 1998 amounting to Rp 791,591,877,745 was adjusted to Rp 787,201,873,995.

Based on the Decision Letter of the Director General of Taxes dated January 11, 1899, the Cdmpany's
tax loss for the fiscal year 1997 amounting to Rp 2,741,985,269,102 was adjusted to become taxable
income of Rp 62,766,016,578 mainly due to the revaluation increment on property, plant and

equipment. The Company has no obligation to pay income tax due to its accumulated tax loss
camryforwards from prior years.

19.

LONG-TERM NOTES AND BONDS PAYABLE -NET
This account consists of:

2000 1999

Guaranteed Senior Notes Due 2007 Uss 600,000,000 USS$ 600,000,000
Guaranteed Secured Notes Due 2002 and 2006 350,000,000 350,000,000
Guaranteed Notes Due 2005 165,000,000 -
Guaranteed Notes Due 2005 165,000,000 -
Guaranteed Senior Notes Due 2002 110,000,000 110,000,000
Indah Kiat | 1999 Bonds due 2004 and 2006

(Rp 1,000,000,000,000) 104,222,985 140,845,070
Guaranteed Notes Due 2005 100,000,000 -
Japanese Yen Bonds - First Series due 2000

(JP¥ 37,000,000,000) ‘ - 362,028,830
Senior Secured Notes Due 2000 - : 175,000,000
Total Uss 1,594,222966 USS$ 1,737,873,900
Current maturities uss 1,594,222.966 US$ 537,028,830
Less: unamortized discount (see Notes 20 and 40) ( 124,571,883) ( 5,325,585)
Net Uss 1,469,651,073 US$ 531,703,245
Long-term portion uss - Uss 1,200,845,070
Less: unamortized discount(see Notes 20 and 40) - | 20,498,725)
Net Us$ - US$ 1,180,346,345

Under an indenture dated July 3, 1997 among IK Mauritius {(see Note 1c¢), a Subsidiary, the Company
and First Trust of New York, N.A,, (succeeded by U.S. Bank Corporate Trust Services) as trustee, 1K
Mauritius issued US$ 600 million Guaranteed Senior Notes Due 2007 which will be due on July 1, 2007
unless redeemed prior to its maturity date. These notes may be redeemed at the issuer’s option in
whole or in part at any time on or after July 1, 2002 at 105% of the principal amount plus accrued
interest, declining ratzbly to 102.5% on or after July 1, 2003 and to 100% on or after July 1, 2004. These
notes which are listed on the Luxembourg Stock Exchange are fuily, unconditionally and imrevocably
guaranteed by the Company and bear annual interest at 10% which is payable semi-annually in arrears

T

P Wil

e




- 47-

PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES .
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
For The Years Ended December 31, 2000 and 1999

(In United States Dollars, Unless Otherwise Stated)

on January 1 and July 1 of each year. The net proceeds from the issuance of the Guaranteed Senior
Notes were used to refinance certain shori-term and long-term loans payable which have original
maturity in 1897 and 1998. At July 1, 1999, the Company and IK Mauritius amended the agreement
whereby they had agreed to change the cumrency of the loan from U.S. Dollar to Japanese Yen and
change the interest rate from 10% to 5.5% adjusting with the change in the loan curency. Notes
amounting to USS 598.455 million are registered under the U.S. Securities Act “The Securities Act of
1933", Based on 'Moody's Investor Service's latest rating on November 6, 2001, the above notes are
rated as “Ca” which represents obligations that are speculative in a high degree and such issues are
often in default or have other marxed shortcomings.

Under an indenture dated June 29, 1994 among K Finance BV (see Note 1c), a Subsidiary, the
Company and BankAmerica National Trust Company (succeeded by First Trust of New York, N.A. and
succeeded again by U.S. Bank Corporate Trust Services), as trustee, IK Finance BV issued Guaranteed -
Secured Notes of US$ 150,000,000 which became due on June 15, 1999, USS$ 200,000,000 and
US$ 150,000,000 which will be due on June 15, 2002 and 2006, respectively. The notes which are
listed on the Luxembourg Stock Exchange are also registered with the U.S. SEC and bear annual
interest at 11.375%, 11.875% and 12.5%. The interest is payable semi-annually on June 15 and
December 15 of each year. These notes are secured by the Company's real praperty and all movable
assets (other than finished goods inventory, goods in process and raw materials) comprising pulp mills
No. 1 and No. 2 and paper mill in Perawang, and any insurance proceeds relating thereto, The net
proceeds from the issuance of Guaranteed Secured Notes were used by the Company 1o refinance
certain syndicated long-term bank foans payable, revolving credit and standby letters of credit facilities
and syndicated term loan facility which have original maturity in 1897 and 1998. Notes payable
amounting to US$ 150,000,000 have been fully paid in 1999. Based on Moody's Investor Service's
latest rating on November 6, 2001, the above notes are rated as “Ca” which represents obligations that
are speculative in a high degree and such issues are often in default or have other marked
shortcomings.

Based on the agreement on the notes payable issued dated July 21, 2000 among IKF il (see Note 1c),
a Subsidiary, the Company and APP as the guarantors, The Chase Manhattan Bank, London as
principal paying and fiscal agent, Chase Manhattan Bank Luxembourg S.A. as registrar and Credit
Suisse First Boston International (CSFBi), London, as calculation agent, IKF [ll issued Guaranteed
Notes amounting to US$ 165,000,000 which will be due on July 24, 2005 unless redeemed or
purchased and cancelled prior to its maturity date. At any time, ihe notes can be redeemed in whole, but
not in par, at nominal value plus the accrued interest if IKF il determines there are changes in the
governing tax rules. These notes bear annual interest rate at 11.75% payable semi-annualiy in arrears
on January 24 and July 24 of each year. The net proceeds received from these notes were lent to the
Company and used to refinance the Company's maturing loans. ’

Based on the agreement on the notes payable issued dated August 24, 2000 among IKF il (see
Note 1¢), a Subsidiary, the Company and APP as the guaranters, The Chase Manhattan Bank,
London as principal paying and fiscal agent, Chase Manhattan Bank Luxembourg S.A. as registrar and
CSFBI, London, as calculation agent, IKF Il issued Guaranteed Notes amounting to US$ 165,000,000
which will be due on August 25, 2005 unless redeemed or purchased and cancelled prior to its maturity
date. At any time, the notes can be redeemed in whole, but not in part, at nominal value plus the
accrued interest if IKF [l} determines there are changes in the governing tax rules. These notes bear
annual interest rate at 11.75% payable semi-annually in amears on August 25 and February 25 of
each year. The net proceeds received from these notes were lent to the Company and used to
refinance the Company's maturing ioans.
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Based on the agreement on the notes payable issued dated March 31, 2000 (which has been amended
on Aprii 11, 2000) among IKF IV (see Note 1c), a Subsidiary, the Company and APP. as the guarantors
and The Bank of New York as trustee, IKF IV issued Guaranteed Senior Notes amounting to
US$ 110,000,000 which are payable in eight equa! quartery instaliments starting on March 31, 2001
(which has been amended to become April 11, 2001) up to December 31, 2002, except if redeemed or
purchased and cancelled prior to its maturity date. At any time, the notes can be paid in whole or in pan
at 100% of the nominal value plus the accrued interest. These notes payable bear annual interest at
15%, which is payable semi-arinually every March 31 (which has been amended to become April 11)
and September 30. The net proceeds received from these notes were lent to the Company and used to
refinance the Company's maturing loans.

On October 20, 1999, the Company issued and listed indah Kiat | 1999 Bonds in the aggregate principal
of Rp.1 trllion at the Surabaya Stock Exchange. The bonds comprise three series of A series which .
bear annual interests at 17% and 17.8% due within 5 and 7 years, respeciively, B series which bear
annual floating interest of six-month JIBOR + 2% and JIBOR + 2.5% due within 5 and 7 years,
respectively, and C series which bear annual floating interest at the average of six-month rupiah time
deposits from four banks, namely, PT (Persero) Bank Mandiri, PT (Persero) Bank Negara indonesia
Tbk, PT Bank Danamon Indonesia Tbk and PT Bank Central Asia Tbk plus fixed premium at 2.5% and
3% due within § and 7 years, respectively. The net proceeds from the issuance of these bonds were
used to repay part of the unsecured Japanese Yen Bonds - First Series amounting to JP¥ 37 billion
which became due in March 2000 (see also Notes 35i and 38n). Based on PT Pemeringkat Efek
Indonesia (Pefindo)’s latest rating announcement on November 30, 2001, the above bonds were rated
on April 14, 2001 as “4D" which represents default bonds.

Based on the agreement on the notes payable issued dated March 6, 2000 among IKF Ill (see Note 1c¢),
a Subsidiary, the Company and APP as the guarantors and The Chase Manhattan Bank, London, as
principal paying and fiscal agent and The Chase Manhattan Bank Luxembourg S.A. as registrar, IKF {l|
issued Guaranteed Notes amounting to US$ 100,000,000 which will be due on March 8, 2005 unless
redeemed or purchased and cancelled prior to its maturity date. At any time, the notes can be paid in
whole, but not in part, at nominal value plus the accrued interest if IKF 1l determines there are changes
in the goveming tax rules. These notes payable bear annual interest at 11.75% payable semi-annually
in arrears every March 8 and September 8 each year. The net proceeds from the issuance of these
notes were lent to the Company and used as working capital and to refinance the maturing foans.

Based on the agreement dated February 23, 1996 with a syndicate of banks wherein The Fuji Bank
Limited, Japan, acts as the representative, on March 14, 1996, IK Finance BV (see Note 1¢), a
Subsidiary, issued Unsecured Japanese Yen Bonds - First Series with a principal amounting to
JP¥ 37,000,000,000, guaranteed by the Company and redeemable at a price equal to the principal on
March 14, 2000. IK Finance BV may redeem the bonds prior to maturity at a price more than the
principal. These bonds bore interest at the annual rate of 6.15% from March 15, 1996, payable semi-
annually in arrears on March 14 and September 14 of each year, or if IK Finance BV fails to redeem the
bonds on the due date, interest will be charged from the due date to payment date. These bonds were
listed on the Tokyo Stock Exchange and registered with the Japanese Ministry of Finance.
The Company has appointed The Fuji Bank Limited, Japan as the trustee. in March 2000, these bonds
have been fully paid, a part of such payment was from the entire proceeds of the Rp 1 trillion
Indah Kiat | 1999 Bonds (see above).
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- The Company issued USS$S 175,000,000 Senior Secured Notes on November 1, 1993, priced at
99.921% and due at par on November 1, 2000. The notes were listed on the Luxembourg Stock
Exchange and bore annual interest at 8.875% which were payable semi-annually on May 1 and
November 1 of each year. The notes were collateralized by the real property and all movable assets
(other than finished goods inventory, goods in process and raw materials) comprising the Company's
pulp mill No. 8 in Perawang and any insurance proceeds relating thereto. These notes were issued -
under an indenture dated November 1, 1993 between the Company and BankAmerica National Trust
Company (succeeded by First Trust of New York, N.A. and succeeded again by U.S. Bank Corporate
Trust Services), as trustee. The net proceeds from the Senior Secured Notes were used to finance a

portion of the construction costs of pulp mili No. 8 in Perawang. In November 2000, these notes have
been fully paid.

The tong-term .notes and bonds payable agreements include certain covenants relating to, among .
others, the repurchase of the notes and bonds upon change in the controlfing stockholders, redemption
of the notes and bonds in case of changes in tax laws, maintenance of certain financial ratios, limitation
on incurrence of debt, restricted payments, distributions from subsidiaries, asset sales and sales and
leaseback transactions, pledge of property, not allowing any lien on present and future properties,

securing guarantees, making advances and obtaining new loans or investments without the consent of
the trustee.

As of December 31, 2000, the Company and certain Subsidiaries were in technical default due to non-
compliance with certain financial ratios, among others, under the loan covenants in the agreements. In
March 2001, APP and its Subsidiaries, including the Company, announced the debt standstill on all their
obligations (principal and interest payments) to creditors, except for certain of trade creditors. In 2001,
the Company paid interests to the bondholders of Indah Kiat | 1999 Bonds (see Notes 35g, i and 38n).
Hence, all of the above long-term notes and bonds payable balances have been reclassified to current
maturities as of December 31, 2000.

20. LONG-TERM BANK AND SUPPLIER LOANS PAYABLE - NET

~This account consists of:

2000 . 1999

Third parties
Syndicated loans arranged by:
- BA Asia Limited, Hong Kong -
(US$ 231,500,000, JP¥ 2,111,000,000 )
and Rp 98,735,000,000) uss 260,177,186 USS -
- IKB Deutsche industriebank Aktiengeselischaft,
Dusseldorf (DEM 186,194,074 in 2000 and

DEM 201,707,931 in 1999) 88,422,877 103,824,470
- Barclays Bank Plc., Lendon and Credit Lyonnais

France Bankfilial, Stockholm 59,070,120 71,046,921
- Sampo Bank Plc , Helsinki (formerly Leonia

Corporate Bank Plc.) 41,214,375 50,373,125
- Creditanstalt Bankverein, Vienna 10,540,000 13,175,000
- Export Development Corporation, Canada 6,000,000 7,500,000

{Forward)
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2000 1999
- BA Asia Limited, Hong Kong (US$ 355,000,000
and JP¥ 5,316,445,125) Uss - USS 407,018,820
Kvaemer Pulping QY, Finland and Sampo Bank
Plc., Helsinki 53,800,000 -
Bank of America N.T. & S.A. and ABN AMRO
Bank N.V. 51,720,230 58,260,634
Mitsubishi Corporation, Tokyo, Japan
(JP¥ 5,421,899,095 in 2000 and
JP¥ 3,700,581,949 in 1999) 47,225,013 36,209,084
|KB Deutsche Industriebank Aktiengesellschaft,
Dusseldorf (DEM 22,913,464 and
USS 28,340,270 in 2000 and
DEM 29,915,891 and US$ 25,457,500 o
in 1999) 40,221,789 40,856,009
Export Development Corporation, Canada 22,586,042 19,296,357
Bank One, N.A., Chicago, United States
of America 19,924,220 25,257,074
Bayerische Hypo-und Vereinsbank
Aktiengesellschaft (formery Bayerische
Vereinsbank AG), Munich, Germany
(DEM 18,200,606 and US$ 5,458,149
in 2000 and DEM 22,472,890 in 1999) 14,101,521 11,567,398
IKB Deutsche Industriebank Aktiengeselischaft,
Dusseldorf and BHF Bank Aktiengesellschaft,
~ Frankfurt, Germany 11,591,571 15,455,429
Bank of America N.T. & S.A,, United States
of America and United Kingdom 7,489,177 10,953,003
Bank of America, S.A. Madrid 6,394,507 9,297,981
IKB Deutsche Industriebank Aktiengesellschaft,
Dusseldorf and Kreditanstait
. fur Wiederaufbau, Frankfurt am Main 5,825,634 6,990,760
Expont-import Bank of the United States, United
States of America 5,805,156 6,860,640
Deutsche Bank AG, Succursale de Paris 3,600,448 4,572,102
Sampo Bank Plc., Helsinki (formery Leonia
Corporate Bank Pic.) 3,521,015 951,277
Credit Lyonnais Bank, Copenhagen 3,311,019 4,179,565
Credit Lyonnais France Bankfilial, Stockholm and
Den Danske Aktieselskab, Copenhagen 2,968,200 4,452,300
Bank of America, United States of America
{formerly Nationsbank, N.A.) 1,967,795 3,279,659
The Trade Bank (formery Norwest Bank
Minnesota N.A.) Minnesota, United
States of America . 612,538 2,174,524
ABN AMRO Bank (Deutscheland) AG, Hamburg
(DEM 771,040 in 2000 and DEM 2,313,120
in 1999) 366,163 1,190,632
Total 768,466,596 914,743,764

(Forward)

e
w$E
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2000 1999
Related party :
PT Bank Internasional Indonesia Tbk
Credit facilities (US$ 155,310,606
and Rp 994,658,671,738) USSs 258,974,876 USS$ -
Cash loan - 24,555,774 -
Total 283,530,650 -
Current maturities -
Third parties 768,466,596 250,943,621
Less: unamortized discount (see Notes 20
. and 40) o ( 6,863,750) ( 8,606,654 )
Third paries - Net uss 761,502,846 USS 242.3:35,967
Related party uss 283,530,650 USS$ -
Current maturities - net Uss 1,045,033,496 US$S 242,336,967
Long-term portion
Third parties - net uss - USs 663,800,143

On March 30, 2000, the Company and its Subsidiary, IK Finance BV (see Note 1c), obtained an
unsecured term loan facility of USS$ 264,500,000 arranged by BA Asia Limited (as Coordinating
Arranger) and The Fuji Bank Limited, Singapore Branch as an agent. This facility consists of Tranches
A and B US Dollar facility of US$ 231,500,000, Rupiah facility of US$ 13,000,000 (Rp 98,735,000,000)
and Japanese Yen facility of US$ 20,000,000 (JP¥ 2,111,000,000). Tranche A which has been drawn
down by the Company consists of commitments in US Dollar and Rupiah of US$ 99.5 million and
US$ 13 million, respectively. Tranche B which has been drawn ¢_wn by the IK Finance BV and lent to
the Company consists of commitments in US Dollar and Japanese Yen of US$ 132 million and
USS$ 20 million, respectively. These facilities will be due on April 10, 2001 and 2002. Tranche A facility
is guaranteed by Asia Pulp & Paper Co., Ltd. (APP) and Tranche B facility is unconditionally and
imevocably guaranteed by the Company and APP.

In 1994, the Company entered into an agreement (as amended) with IKB Deutsche Industriebank
Aktiengesellschaft, Dusseldorf, Germany (IKB), whereby IKB, as the agent, agreed to arrange a long-
term facility to finance up to 85% of the capital expenditures on the machinery construction at the
Serang board mill, or German Deutschemark (DEM) 348,853,600, which has been changed to
DEM 320,447,131 and subsequently changed to DEM 310,319,894, This facility is payable in 20 semi-
annual installments starting on December 30, 1996 up to June 30, 2006. These loans are covered by
the Guarantee of Finance Credit with Hemmes Kreditversicherungs-AG, Gemmany and with
Oesterreichische Kontrollbank AG, Austria for export credit insurance.

in relation to the packaging paper machine construction at Perawang Mill, the Company obtained
syndicated loans with several banks and financial institutions arranged by Barclays Bank Plc., London,
and Credit Lyonnais France Bankfilial, Stockholm, with maximum amounts of US$ 76,075,000,
US$ 18,398,681 and US$ 10,540,000, or totaling USS 105,013,681. The loans are payable in 16 semi-
annual instaliments starting on June 30, 1997 and guaranteed by the same creditor banks and financial
institutions 'and EKN, The Swedish Export Credits Guarantee Board. This facility will be due on_
January 18, 2005. December 30, 2004 and March 1, 2005.°
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In 1996, the Company entered into an export credit facility agreement with Sampo Bank Plc. (formerly
Leonia Corporate Bank Plc.), Helsinki, Barclays Bank Pic,, and Credit Lyonnais France Bankfilial as the
arranger of syndicated banks to make available to the Company a long-term loan facility of
US$ 73,270,000 to finance the purchase of recovery boiler machinery at Perawang Mill. The loans are
payabie in 16 semi-annual instaliments starting on July 3, 1897 up to January 3, 2005, and are
guaranteed by The Finnish Guarantee Board and a group of bank guarantors and financial institutions.

In 1996, the Company entered into an export credit facility agreement with Creditanstalt Bankverein,
Vienna, Austria, as an agent, whereby the lenders agreed to make available to the Company a loan
facility of up to US$ 21,080,000. The loans are payable in 16 semi-annual installments starting on
January 27, 1997 up to July 27, 2004 and guaranteed by the Oesterreichische Kontrolibank AG, Austria.

in 1996, Export Development Corporation, Canada (EDC) as a lender (with BZW, Investment Banking .
Division of Barclays Bank Pic., as the arranger), agreed to make available to the Company the
investment credit facility to finance the purchase of recausticizing system machinery with the maximum
amount of US$ 12,000,000. This facility is payable in 16 installments starting on March 15, 1997 up to
September 15, 2004 and is guaranteed by Barclays Bank Pic., up to 30% of the total facility.

In 1997, the Company and IK Finance BV (see Note 1¢), a Subsidiary, obtained an unsecured term loan
facility from a group of overseas and domestic financial institutions (as Lead Arrangers) amanged by BA
Asia Limited, Hong Kong and The Fuji Bank Limited, Singapore Branch (Fuji Bank) (as Coordinating
Arrangers) with Fuji Bank as the Agent, for US$ 400,000,000. This facility consists of Tranche A and B
U.S. Dollar facility of US$ 355,000,000 and Japanese Yen facility of US$ 45,000,000
(JP¥ 5,316,445,125). Tranche A which is borrowed by the Company consists of U.S. Dollar and
Japanese Yen bank commitments of US$ 94 miliion and US$ 27 million, respectively. Tranche B which
is borrowed by the IK Finance BV, consists of U.S. Dollar and Japanese Yen bank commitments of
US$ 261 million and US$ 18 million, respectively. This facility will be due on April 30, 2002 with a put
option (early repayment) on April 30, 2000. Tranche B is unconditionally and irrevocably guaranteed by

the Company. The Company and IK Finance BV made an early repayment of this loan facility on
April 10, 2000.

On August 10, 2000, IKF VIIi (see Note 1c), a Subsidiary, issued six promissory notes to Kvaerner
Pulping OY, Finland of US$ 8,966,666 each totaling US$ 53,800,000 which are guaranteed by the
Company and APP and due on several dates starting on September 30, 2001 up to March 31, 2004
unless redeemed, repaid, purchased or cancelled prior to maturity date. The loan was lent to the
Company to finance the purchase of multifuel boiler. (n September 2000, Kvaerner Pulping OY
endorsed three promissory notes to Sampo Bank Ple., Helsinki totaling US$ 26,900,000.

In 1997, the Company entered into an agreement with Bank of America N.T. & S.A,, (BOA) U.S.A. and
ABN AMRO Bank N.V. (ABN), U.S.A., whereby BOA, as the agent, agreed to amange an export
financing credit with a maximum amount of US$ 67,559,544. The loan is payable in 20 semi-annual
installments starting on April 15, 1999 up to October 15, 2008 and guaranteed by Expon-lmport Bank of
the United States and APP. In 1998, the Company also obtained credit facilities from BOA, London
branch and ABN, Stockholm branch to finance 85% of the purchase price of machinery for the
production of fine paper with maximum amounts of US$ 5,131,487, whereby BOA acts as the agent.
The loan is payable in 20 semi-annual instaliments starting on November 30, 1998 and guaranteed by
EKN, The Swedish Export Credits Guarantee Board for export credit insurance. The Company also
obtained credit facilities from ABN AMRO (Deutschiand) AG, Dusseldorf branch and BOA, Frankfurt am
Main branch to finance the purchase of machinery for the production of fine paper with a maximum
amount of US$ 6,970,000, The loan is payable in 20 semi-annual installments starting on
September 30, 1998 up to March 30, 2008 and guaranteed by Hermes Kreditversicherungs - AG,
Germany for export credit insurance.
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The Company entered into a machine purchase agreement with Mitsubishi Corporation, Tokyo, Japan
(MC), whereby the Company agreed to pay a portion of the purchase price through a loan amounting to
JP¥ 4,576,788,300 payable in 16 semi-annual installments of JP¥ 286,049,268 over eight years, with
the first instaliment due six months from the bili of lading date of the last major shipment. In relation with
the purchase agreement, MC obtained a loan from The Export-import Bank of Japan and a syndication
of several banks with a total amount of up to JP¥ 4,029,000,000. The total vaiue of machinery fully
received amounted to JP¥ 5,474,905,630. This facility is secured by the machinery obtained through
this facility. In 1998, the Company obtained a credit facility from MC to finance the purchase of paper
machine and electrical distribution system and drives amounting to
JP¥ 2,215,196,552. The Company agreed to pay a portion of the equipment purchase price through a
loan amounting to JP¥ 1,882,817,069 which is payable in 16 semi-annual equal installments, with the
first instaliment due not later than May 15, 1998. This loan is guaranteed by APP. In 2000, the Company
also entered into a purchase agreement with MC to purchase main components of CFB multifue) boiler
amounting to JP¥ 2,528,780,320 payable in 2 installments on May 21, 2001 and May 15, 2002,

In 1897, the Company entered into an agreement with IKB to finance 85% of the capital expenditures on
the machinery construction at the Serang Paper Mill with a maximum amount of DEM 5,010,108, This
facility is payable in 14 semi-annual equal consecutive instaliments starting on September 28, 1998 and
will be due on March 29, 2005. This facility is covered by the Guarantee of Finance Credit with Hermes
Kreditversicherungs - AG, Germany. The Company also entered into several agreements with IKB to
finance 85% of the capital expenditures on the machinery construction with maximum amounts of
EURO 2,237,895, DEM 3,187,500, DEM 20,785,050, DEM 3,652,450, USS$ 27,837,500 and
DEM 2,320,500. These facilities are payable in a range of 10 to 20 semi-annual installments starting on
several dates ranging from February 15, 1999 up to October 23, 2000 and will be due on several dates
between August 15, 2003 up to. March 31, 2010, These loans are covered by the Guarantee of Finance
Credit with Hermes Kreditversicherungs-AG, Germany and APP. In 2000, IKB agreed to convert the

outstanding loans of DEM 2,320,500 to become US$ 1,118,469 and EURO 2,237,895 to become
US$ 2,097,803,

In 1997, the Company obtained credit facilities from EDC with an aggregate maximum amount of
US$ 25,000,000. The loan is payable in 6 to 20 semi-annual installments starting on several dates
ranging from July 15, 1997 up to April 15, 2000 and will be due on several dates ranging from
January 18, 2001 up to October 15, 2008. In 1999, the Company obtained a credit facility from EDC with
an aggregate maximum amount of USS$ 25,000,000. The loan is payable in 10 to 20 semi-annual
installments starting on several dates ranging from July 15, 2000 up to January 15, 2001 and will be due
on several dates ranging from January 15, 2005 up to July 15, 2010 and guaranteed by APP.

In 1998, the Company entered into an agreement to purchase a fine paper machine PPM No. 3 with
Beloit Corporation, Wisconsin, U.S.A., whereby the Company agreed to pay a portion of the purchase
price through a loan amounting to US$ 26,701,678 payable in 8 semi-annual installments, with the first
installment amounting to US$ 1,444,604, the second at US$ 1,348,010 and the final six equal
instaliments at US$ 3,984,844 each. The facility will be due on March 30, 2003 and is guaranteed by
APP. Beloit Corporation subsequently transferred the loan to Bank One, N.A., Chicago, U.S.A.

The Company obtained a long-term loan facility with Bayerische Hypo-Und Vereinsbank
Aktiengesellschaft (formerly Bayerische Vereinsbank AG), Munich, Germnany, of DEM 5,465,918,
DEM 6,246,480 and DEM 24,565,000 to finance the purchase of offset printing machines, synchro
sheeter and vacuum evaporator, vacuum filters and bar screens. These facilities are payable in 10 to 14
semi-annual instaliments and will be due on several dates ranging from February 3, 2002 up to
August 30, 2006. The DEM 6,246,480 and DEM 24,565,000 facilities are guaranteed by Hermes
Kreditversicherungs-AG, Germany and the DEM 5,485,977 facility is guaranteed by APP.
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In 1996, the Company entered into another agreement with IKB, whereby IKB and BHF Bank
Aktiengeselischaft, Frankfurt, Germany (BHF) as creditors, granted the credit facilities through IKB, as
an agent, to finance up to 85% of the Company's capital expenditures on the export credit contract
value which includes deliveries of stock preparation machinery and other services with the maximum
amount of USS 27,047,000. This facility is payable in 14 semi-annual installments statting on

February 28, 1997 up to August 29, 2003 and covered by the Guarantee of Finance Credit with Hermes
Kreditversicherungs - AG, Gemmnany.

In 1997, the Company -obtained a credit facility from BOA, U.S.A., with a maximum amount of
US$ 4,590,729, This loan is payabte in 10 semi-annual installments starting on July 15, 1997 up to
January 15, 2002 and guaranteed by Export-Import Bank of the United States, U.S.A.. The Company
also obtained a credit facility from BOA, London, with a maximum amount of US$ 2,606,875 to finance
the supply and instaliation of the Serang Mill equipment. The loan is payable in 12 semi-annual .
instaliments starting on February 28, 1997 and guaranteed by The Finnish Guarantee Board. In 1998,
the Company also obtained a credit facility from BOA, London, with Bank of America International
Limited, as agent, to finance 85% of the delivery and installation of machinery for the purification of pulp
with the maximum amount of US$ 10,506,000. This loan is payable in 10 consecutive semi-annual

installments starting on November 30, 1998 and guaranteed by EKN, The Swedish Export Credits
Guarantee Board and APP.

The investment credit facilities obtained from Bank of America, S.A., Madrid (as the agent and
arranger), and Barclays Bank Pic. with a maximum amount of US$ 5,617,190, are payabie in 13 semi-
annual instaliments starting from April 16, 1996 up to April 16, 2002. The Company also obtained credit
facilities from Bank of America, S.A., Madrid with a maximum amount of US$ 14,275,047 which are
payable in 14 semi-annual installments starting from October 15, 1996 up to April 15, 2003.

in 1998, the Company entered into an export credit facility agreement with IKB Deutsche Industriebank
Aktiengesellschaft, Dusseldorf, Germany (IKB) and Kreditanstalt fur Wiederaufbau, Frankfurt am Main
to finance up to 85% of the purchase of two cut-size sheeters with a maximum amount of
DEM 9,979,000 which was amended to DEM 12,826,500. This loan is payable in 12 semi-annual
instaliments starting on January 18, 2000 up to January 18, 2005 and is guaranteed by APP and
Hermes Kreditversicherungs-AG, Hamburg, Germany.

The investment credit facility from Expont-import Bank of the United States, U.S.A. (EXIM) with
a maximum amount of US$ 11,286,191 which was amended to US$ 10,554,831 is payable in 20 semi-
annual installments starting from December 15, 1996 up to June 15, 2006.

In 1998, the Company obtained credit facilities from Deutsche Bank, AG, Succursale de Paris to finance
85% of the supply of pallet and roll wrapping system with maximum amounts of FRF 14,516,500 and
FRF 20,923,550 (equivalent to US$ 2,395,883 and US$ 3,433,926, respectively). These facilities are
payable in 12 equal conseculive semi-annual installments starting on September 15, 1998 and
October 30, 1998 and are guaranieed by APP.

In 1999, the Company also obtained credit facilities amounting to US$ 2,637,239 from Sampo Bank Pic.
(formerly Leonia Corporate Bank Plc.), Helsinki to finance the purchase of chipper modification for pulp
No. 8 and 9. These loans are payable in 10 semi-annual installments starting on September 29, 1989
up to March 31, 2005 and guaranteed by APP and Oesterreichische Kontrollbank AG. in 2000, the
Company entered into ancther agreement with the same bank with a credit facility of US$ 1,147,500 to
finance the purchase of DCS upgrade for Perawang Mill. These loans are payable in 6 semi-annual
installments starting from April 2, 2001 up to October 1, 2003 and guaranteed by APP.
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The-credit facility from Credit Lyonnais Bank, Copenhagen, Denmark with a maximum amount of
US$ 6,948,375, is payable in 16 semi-annual installments starting from March 31, 1997 up to
September 30, 2004. This facility is guaranteed by Eksportkreditfonden EKF, Copenhagen.

In 1897, the Company obtained a term loan facility from Credit Lyonnais France Bankfilial, Stockhoim
(as the agent and amanger) and Den Danske Bank Aktieselskab, Copenhagen, with a maximum
amount of US$ 7,420,500, which represents 85% of the contract value of the rescreening plant
equipment. The loan is payable in 10 semi-annual instaliments starting from May 29, 1998 up to

November 29, 2002 and guaranteed by the creditor banks, EKN, The Swedish Export Credits
Guarantee Board and APP.

In 1986, the Company obtained a credit facility from Bank of America, U.S.A. (formerdy Nationsbank,
N.A..U.S.A)) to finance the purchase of incinerator plant with the facility amount of USS 6,592,098. This :
facility is payable in 10 semi-annual installments starting from September 15, 1997 up to 2002 and is
guaranteed by Export-lmport Bank of the United States, U.S.A.

The credit facility from The Trade Bank (formerly Norwest Bank Minnesota N.A)), Minnesota, U.S.A,,
with maximum amounts of US$ 3,369,111 and US$ 4,931,772 was obtained to finance the purchase of
synchronous rotary knife sheeters and flexoprinters slotters, stackers and prefeeders. This facility is
payable in 10 semi-annual installments and will be due on several dates between January 15, 2001 up
to June 15, 2001. The facility is guaranteed by Export-import Bank of the United States, U.S.A.

The credit facility from ABN AMRO Bank (Deutscheland) AG, Hamburg, Germany was obtained to
finance 80% of the purchase value of a cardboard machine up to DEM 7,710,400. This facility is
payable in 10 semi-annual instaliments starting on December 30, 1996 up to March 3, 2001.

On September 30, 2000, the Company and PT Bank internasional Indonesia Tbk (Bll) entered into
a Credit Agreement with cash loan facilities amounting to US$ 24,555,774 and other credit facilities
amounting to US$ 155,310,606 and Rp 994,658,671,738. These facilities have been extended several
times and the last amendment extended the maturity date up to September 30, 2003. The facilities
bear interest at 10% for US dollar facilities and 17% for Rupiah facility. These other credit facilities

. arose in 2000 due to the uncollected export trade receivables from export trade customers which were
previously sold on a "without recourse” basis to Bll (see Notes 7f and k, 35¢ and d).

These loan facilities bear annual interest rates as foliows:

2000 1999

U.S. Dollars ' 5.9% - 12.5% 5.2% - 8.9%
Geman Deutschemark 3.6%-6.2% 3.6%-5.1%
Japanese Yen 1.9% - 6.0% 1.9% - 3.8%
European Euro 4.2%-51% -
Indonesian Rupiah 15.4% - 20.5% -

The agreements include certain negative covenants and restrictions relating to, among others, the
maintenance of certain financial ratios, non-payment of matured debt by the Company, APP or any of its
Subsidiaries (cross-default), entering into merger or consolidation, providing prior written notification and
obtaining prior consent of creditors on additional borrowings, pledge of assets in these facilities which
can not be pledged to other facilities, termination of guarantee of guarantor, providing guarantee except
for Subsidiary’'s obligation, material modification of contract, transfer or disposal of the Company's
assets and majority ownership or direct or indirect control by APP, or the Widjaja family or changes in
APP's directors or commissioners, incuming adverse changes in the Company's business and fi nancxal
condition.
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As of December 31, 2000, the Company has unused credit facilities of approximately USS 20,565,687.

As of December 31, 2000, the Company and certain Subsidiaries were in technical default due to non-

‘compliance with certain financial ratios, among others, under the loan covenants in the agreements. In

March 2001, APP and its Subsidiaries, including the Company, announced the debt standstill on all their
obligations (principal and interest payments) to creditors, except for certain of trade creditors. Hence, all
of the above long-term bank and supplier loans payable have been reclassified to cumrent maturities as
of December 31, 2000.

21.

OBLIGATIONS UNDER CAPITAL LEASE

In 1884, the Company entered into a syndicated sale and leaseback transaction with PT Central Sari
Financé Corporation (CSFC) as an agent, covering the sale and leaseback of machinery. The
syndicated lease agreement provides the Company with an option to purchase the leased assets at
the end of the lease term which expired on December 18, 2000. The principal totaling
US$ 21,500,000 is payable in 20 quarterly installments of US$ 1,075,000 each frem March 19, 1986
up to December 18, 2000. The interest is payable under the same terms as the principal. As of
December 31, 2000 and 1999, the balance of obligation under capital lease amounted to
USS 1,075,000 and USS$ 4,300,000, respectively. The machinery is recorded under “Machinery Under
Capital Lease” as of December 31, 2000 and 1999 (see Note 12). As of December 31, 2000, the

Company has not paid the last installment and entered into a negotiation for rescheduling with CSFC
(see Note 38k).

In 1996, the Company entered into a sale and leaseback transaction with PT Summit Sinar Mas.
Finance (SSMF), a related party, covering the sale and leaseback of automation system equipment
with an option to purchase the leased assets at the end of the lease term which will expire on July 18,
2001, The principal totaling US$ 6,870,072 is payable in 20 quarterly installments of US$ 343,504
each from October 1996 up to July 2001. The interest is payable under the same terms as the
principal. In July 1997, the Company partially terminated the lease relating to the power plant asset
and fully paid the remaining lease obligation balance of US$ 1,213,820, therefore acquiring such
asset with a cost of US$ 1,686,000. Accordingly, the remaining principal of US$ 4,014,504 is payable
in* 15 quarterly installments of US$ 267,634 each from January 1998 up to July 2001. As of
December 31, 2000 and 1999, the outstanding obligation under capital lease amounted to
US$ 802,901 and US$ 1,873,433, respectively, and the equipment is recorded under *Machinery
Under Capital Lease” as of December 31, 2000 and 1999 (see Note 12). in 2001, the Company and
SSMF agreed to reschedule the maturing liabilities (see Note 38;j).

The Company also entered into a sale and ieaseback transaction with PT GE Finance Indonesia
(formerly PT GE Astra Finance), covering the sale and leaseback of the automatic warehouse and
computerized system with an option to purchase the assets at the end of the lease term which will
expire on November 18, 2001. The principal totaling US$ 8,262,000 is secured by the leased assets
and payable in 20 quarterly instaliments of USS$ 413,100 each from February 18, 1997 up to
November 18, 2001. The interest is payable under the same terms as the principal. As of
December 31, 2000 and 1998, the outstanding obligation amounted to USS$ 1,652,400 and
USS 3,304,800, respectively, and the assets are recorded under "Machinery Under Capital Lease” as
of December 31, 2000 and 1999 (see Note 12). In 2001, the Company and PT GE Finance Indonesia
agreed to reschedule the maturing liabilities (see Note 38m).

in 2000, the Company entered into two lease agreements with PT ORIX indonesia Finance which

cover the sale and leaseback of transportation equipment and lease of transportation equipment with
an option to purchase the assets at the end of the lease term which will expire on October 13, 2004

i
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and " September 5, 2004, respectively. The prncipal amounts {otaling Rp 232,900,000 and
US$ 160,573 are secured by the leased assets and payable in 18 quartedy .installments of
Rp 14,556,250 and US$ 10,036 each from January 13, 2001 up to October 13, 2004 and from
December 5, 2000 up to September 5, 2004, respectively. The interest is payable under the same
terms as in the principal. As of December 31, 2000, the outstanding obligation amounted to

Rp 232,900,000 and USS 150,537 and the assets are recorded under *Transportation .Equipment
Under Capital Lease” (see Note 12).

The lease obligations bear interest at the annual rates ranging from 8.58% to 10.19% and 7.49% to
9.19% in 2000 and 1999, respectively, for U.S. dollar lease obligation and at 16.73% in 2000 for
Rupiah lease obligation. These capital lease agreements provide restrictions and negative covenants
to the Company, among others, in the conduct of sale, transfer and pledge of the ieased assets and
mamtenance of certain financial ratios.

The obligations under capital lease wilt mature as follows:

Year Amount

2001 uss 3,756,454
2002 58,759
2003 _ : 53,582
2004 ' 38,380
Total 3,907,175
Less: outstanding interest 202,064
Obligations under capital lease » - 3,705,111
Less: current maturities ‘ : 3,705,111
Long-term portion - net US$ -

Current maturities of obligations under capital lease
- Third parties uss 2,902,210

- Related party uss 802,901

As of December 31, 2000, the Company incurred payment default on its obligation to CSFC and the
Company and its Subsidiaries also were in technical default on their long-term bank and supplier
loans payable and long-term notes and bonds payable due to non-compliance with certain financial
ratios, among others, under the loan covenants. In March 2001, APP and its Subsidiaries, including
the Company, announced the debt standstill on 2all their obligations (principal and interest payments)
to creditors, except for certain of trade creditors. Hence, all balances of the obligations under capital
lease have been reclassified to current maturities as of December 31, 2000.

22,

CAPITAL STOCK AND ADDITIONAL PAID-IN CAPITAL - NET

The Company's stockholders and their respective stockholdings, based on the Securities
Administration Agency (BAE) records, are as follows:
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December 31, 2000

_ Percentage Number of Shares
Stockholders of Ownership Issued and Fully Paid Amount

PT Purinusa Ekapersada (Purinusa) 52.47137% 2,870,699,447 USS 1,168.843,200
CHP International (BV!) Corperation, :

British Virgin Islands 5.87811 321,590,469 139.078,751
Ong Piet Tjing - Director 0.00155 84,731 36,644
Chen Wang Chi - Vice President Director 0.00150 81,926 35,431
Eka Tjipta Widjaja - President Commissioner 0.00092 50,450 20,292
Samue! Bonsajang - Commissioner 0.00010 5678 2,456
Su Meng Huei - Commissioner 0.00001 556 224
Public and others 41.64644 2,278,468,719 880,988,513
Tota! (Rp 5,470,981,977,000) 100.0C000% 5,470,981,977 USS 2,189,015,51¢

December 31, 1999
Percentage Number of Shares
Stockholders of Ownership issued and Fully Paid Amount

PT Purinusa Ekapersada (Purinusa) 52.8987% 2,893,297 422 US$ 1,178,044 264
CHP International (BVI) Corporation,

British Virgin Islands 58797 321,580,469 139,078,751
Ho Show Chung - Commissioner 0.0020 109,236 47,241
Liu Yue Yao -Vice President Commissioner 0.0020 108,236 47,241
Ong Piet Tjing - Director 0.0015 84,731 36,644
Su Meng Huei - Commissioner . 0.0015 82,911 33,349
Chen Wang Chi - Vice President Director 0.0015 81,826 35,431
Kue Cheng Shyong - Commissioner 0.0015 81,926 35,431
Nyauw Kweet Meen - Director 0.0010 54,617 22,010
Eka Tjipta Widjaja - President Commissioner 0.0009 50,450 20,292
Kerta Sidharta - Commissioner 0.0002 8,742 3,781
Samuel Bonsajang - Commissioner 0.0001 5679 2,456
Public and others 41.2094 2,253,944,955 871,428,512
Total (Rp 5,469,502,300,000) 100.0000% 5,469,502,300 USS$ 2,188,836,403

As of December 31, 2000, the Company has listed all its issued shares totaling 5,470,981,977 shares
at the Jakarta and Surabaya Stock Exchanges. On October 17, 2000, the Company announced to the
shareholders, the conversion of the shares recording to electronic record (scripless) starting from
November 15, 2000 up to December 12, 2000. The scripless trading started on December 13, 2000.
As of December 31, 2000, the Company's shares which are traded on scripless basis totaled
1,534,436,978 shares (see also Notes 380 and r).

As of December 31, 2000, the Company's shares held by Purinusa were pledged as collateral to
loans obtained by the Company from PT Pan indonesia Tbk, PT Bank Universal Tbk, PT Bank
Mayapada Internasional Tbk and PT Bank Mandiri (see Note 16). In 2001, 1,452,891,053 shares of
the Company held by Purinusa were pledged as collateral to the Indonesian Bank Restructuring
Agency (see Note 35f).

During the stockholders’ extraordinary general meeting on June 24, 1998, the stockholders approved
the changes in the Company's name and Aricies of Association which was covered under Notarial
Deed No. 141 dated June 30,1998 of Linda Herawati, S.H.. Such amendments were approved by the
Ministry of Justice in its Decision Letter No. C-2701 HT.01.04.Th.99 dated February 12, 1999 and
published in Supplement No. 7966 of State Gazette No. 103 dated December 12, 2000. The changes
were made so that the Aricles of Association would be in conformity with the Capital Market
Supervisory Agency's (BAPEPAM) Decision Lefter No. Kep-13/PM/1997 dated April 3, 1997 regarding
Articles of Association for Companies which Conduct Public Offering for Equity Securities and Public
Companies.

ey o rvar
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In 1897, the Company has changed the share nominal value from Rp 1,000 to Rp 500 in its Articles of
Association, however, the share nominal value as registered in BAE is still Rp 1,000 per share
because the stock split has not been effected at the stock exchange where the Company’s shares are
registered. If the change in the share nominal value is made by the Company with retroactive effect to
prior years, the total pro forma number of shares issued and fully paid would be 10,841,963,954
shares and 10,239,004,600 shares as of December 31, 2000 and 1999, respectively.

During the annual stockholders' general meetings on June 18, 1999 and June 18, 2000 based on the
Notarial Deeds Nos. 70 and 47, respectively, of Linda Herawali, S.H., the stockholders approved the
changes in the Boards of Directors and Commissioners of the Company.

The increase in the issued and fully paid capital to US$ 2,189,015,511 as of December 31, 2000 and
US$ 2,188,836,403 as of December 31, 1999 arose from:

a. In 1999, the exercise of warrants | to common shares totaling 13,964,206 shares or
US$ 1,955,638 and the exercise of warrants I} to common shares totaling 143,762,851 shares or
US$ 20,133,483.

b. In 2000, the exercise of warrants | to common shares totaling 1,140,189 shares or US$ 138,014
and the exercise of warrants |l to common shares totaling 339,488 shares or USS$ 41,094. In
November 2000, BAE reported the revision on the warrants | exercised in May 1999 of 476,000
which actually represents the exercise of warrants Il

As of December 31, 2000, the outstanding warrants | and |l which have been exercised totaled
300,798,816 and 167,531,025 warrants, respectively, and not yet exercised totaled 6,792,613 and
276,833,058 warrants, respectively. On April 13, 2001, the Company’s warrants | can no longer be
exercised since the exercise period have lapsed. Warrants | not exercised which had expired
amounted to 6,791,721 warrants.

23.

NET SALES

r\iet sales are classified as follows:

2000 1999
Domestic:

Related parties )
PT Pabrik Kertas Tjiwi Kimia Tbk USs 267,398,018 US$S 182,103,912
PT Cakrawala Mega Indah 214,464,359 109,611,125
PT Pindo Deli Pulp and Paper Mills 137,451,693 114,579,989
PT Sinar Duniamakmur 71,272,962 59,606,263
PT Lontar Papyrus Pulp & Paper Industry 3,353,403 119,975
PT The Univenus Co. 2,780,000 1,598,337
PT Ekamas Fortuna 91,580 500,562
Others 30,635 75,572
Total (see Note 7a) 696,842,650 468,195,735
Third parties (each below 10% from total

sales) 3,387,305 11,689,498

({Forward)
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_ 2000 1999
Export:
Related parties
APP Intemnational Trading (V1) Limited,
Cayman Islands US$ 211,836,901 Uss 195,580,578
APP Intemational Trading (il!) Limited,
British Virgin istands 66,999,019 .
. APP Paper Trading (S) Pte. Limited, . g
’ Singapore 11,707,589 10,027,283
APP Intemational Trading (V) Limited,
Cayman Islands 10,797,732 17,756,721
APP Import & Export Pte. Ltd, Singapore 6,638,251 -
APP Intemational Trading Limited,
Cayman Islands 1,546,423 132,749,247
Ningbo Zhonghua Paper Co. Limited,
People's Republic of China 366,150 196,320
Gold East Paper (Jiangsu) Co. Limited,
People's Republic of China 225,573 -
Total (see Note 7b) 310,117,648 356,310,149
Third parties {(each below 10% from total .
sales) 660,306,146 482,167,100
Total Sales 1,670,653,749 1,318,362,482
Sales returns ( 4,108,630) ( 6,841,395)
Quality claims and price discounts ( 122,270,458) -
Net Sales (see Note 30) Us$ 1,544,274.661 US$ 1,311,521,087

In 2000, the Company has agreed to provide sales discounts amounting to US$ 122,270,458 to certain
export trade customers due to customers’ claims on the Company's product quality and price discount.
The Company has agreed to deduct the claim amount from those customers’ trade receivables (see

Note 6).
24. COST OF GOODS SOLD
The details of cost of goods sold are as follows:
2000 1999
Raw materials used uss 703,148,270 USS$ 510,031,557
Direct labor and factory overhead (see Note 37) 324,020,274 297,573,186
Total production cost 1,027,168,544 807,604,743
Work in process (pulp, paper and
packaging products)
- at beginning of year 14,029,129 10,806,282
- at end of year ( 11,585,948) ( 14,029,129)
Cost of goods manufactured 1,029,611,725 804,381,896

‘(Forward) <
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2000 1999
Finished goods (pulp, paper and
packaging products) )
- at beginning of year USS 62,305,717 USS 26,643,311
- at end of year { 80,195,880) ( 62,305,717)
Cost of Goods Sold Uss  1,011,721,562 USS 768,719,490

No purchase was made from a single company which exceeded 10% of the total purchases for the year
excepl as disclosed in Notes 7¢, d and e. '

25. OPERATING EXPENSES

The details of operating expenses are as follows:

2000 1999

Selling Expenses

Freight USs 79,562,133 USS 64,971,016
Management fees (see Note 7n) 23,568,867 6,662,790
Office expenses a ' 1,255,305 ' 1,010,235
Salaries © 1,155,845 813,829
Export expenses 781,179 7,853,100
Depreciation 308,051 289,797
Storage 247,282 208,963
Traveling 217,313 178,194
Insurance and transportation 101,991 13,126
Repairs and maintenance 98,754 59,929
Representation - 28,477 . 13,150
Others 379,854 20,787
Total Uss 107,705,051 US$ 82,184,916
General and Administrative Expenses

Office expenses Uuss 11,278,608 US$ 10,283,576
Salaries (see Note 37) 11,072,331 7,965,165
Depreciation 6,155,939 1,731,789
Management fees (see Note 7n) 5,893,759 5,364,174
Traveling and transportation 1,526,081 1,026,444
Repairs and maintenance 358,842 142,033
Representation : 44 005 35,411
Others 363,504 290,363
Total uss 36,693,069 USS 26,838,955

Total Operating Expenses Uss 144,398,120 USS$ 109,023,871
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26.

INTEREST EXPENSE

Interest expense was incurred from the following:

2000 1999
Long-term bank and suppiier loans
:  payable, notes and bonds payable Uss 271,317,208 USS 220,355,053
Short-term loans payable 19,857,256 17,169,268
Obligations under capital lease 604,714 1,092,366
Less: capitalized interest (see Note 12) ( 8,915274) ( 57,098,123)
Net uUss 282,863,904 - US$ 181,518,564

27. GAIN (LOSS) ON FOREIGN EXCHANGE - NET

This account consists of:

2000 1999
Gain on foreign exchange Uss$ 110,574,380 USS - 20,258,712
Loss on foreign exchange ( 66,079,296) ( 139,729,463)
Less: capitalized foreign exchange gain

(see Note 12) ( 1,223,752) -

Net gain (loss) Uss 43,271,332 (US$ 119,470,751)

Gains or losses on foreign exchange were mainly incurred from restatements of assets and liabilities
in currencies other than US dollars, transactions from the Company's operations in currencies other
than US dollars and swap transactions and forward contracts.

28,

OTHER INCOME (CHARGES) - NET

This account consists mainly of share in net earnings of an associated company and amortization of
discount on long-term notes and bonds payable and long-term bank and supplier loans payable in
2000 and 1999; amortization of discount on short-term loans payable, loss on the decline of inventory
value and reimbursement of operational expenses of several related parties in 2000 (see Note 7p);
and amortization of stock issuance costs in 1999.

29,

EARNINGS (LOSS) PER SHARE

The following presents the reconciliation of the numerators and denominators used in the
computation of basic and diluted earnings (loss) per share:

2000
Weighted Average
Number of Ordinary Loss Per
Net Loss™ Shares Qutstanding Share Amount
Basic (Uss 400,682,819) - 5,470,515,787 (USS 0.073)
Dituted (USS 0.073)
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in 2000, diluted net loss per share is anti-dilutive. The diluted net loss per share, after the assumed
exercise of 103,925,542 warrants issued has decreased as compared to the basic net toss per share
resulting in anti-dilution. Diluted net loss per share is thus the same with basic net loss per share.

1899

Weighted Average
Number of Ordinary Earnings Per
Net Income Shares Outstanding Share Amount

Basic uss 4,026,682 5,427,024,293 USS o 0.001

Add: assumed exercise of warrants issued - 210,941,718

Diluted Us$s 4,026,682 5,637,966,011  USS 0.001

If the change in the share nomina! value from Rp 1,000 to Rp 500 was made by the Company with
retroactive effect to prior years, pro forma weighted average number of ordinary shares outstanding
would amount to 10,841,031,574 in 2000 and 10,854,048,586 in 1999 resulting in pro forma basic
earnings (loss) per share of (US$ 0.037) in 2000 and US$ 0.0004 in 1999. Vhile pro forma weighted
average number of ordinary shares outstanding after assumed conversion would amount to
11,275,832,022 in 1999 resulting in pro forma diluted earnings per share of US$ 0.0004 in 1998. Pro
forma diluted net loss per share in 2000 is the same with pro forma basic net loss per share (see
Note 22). R '

30.

SEGMENT INFORMATION

The Company operates in two business segments: paper and pulp products and packaging products.
The paper and pulp products segment product lines consist primarily of paper and other related paper
products and pulp which are primarily used within the Asia Pulp & Paper Company Ltid., or APP
Group. The packaging products segment product lines consist primarily of linerboard, corrugating
medium, corrugated shipping containers and boxboard. The packaging product segments included
the sales of chemical by-products, which are not significant. Transfers between business segments
are accounted for at cost.

The information conceming the Company’s business segments are as follows (in thousands of
U.S. Dollars): )

. 2000 ' 1999
Information based on Geographical Area
Net Sales
Export _ uss 844639 USS 837,979
Domestic , 699,636 473,542
Consolidated Net Sales uss 1,544,275 USS$ 1,311,521
Information based on Kinds of Product
Net Sales .
Paper and pulp . Uss 1,051,207 USS$ 914,116
Packaging products and others ) 493,068 397,405

Consolidated Net Sales uss 1,544,275 USS 1,311,521
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2000 1998
Income (loss) from Operations '
Paper and pulp UsSs 399,714 USS 414,323
Packaging products and others { 11,559) 19,454
Consolidated Income from Operations Uss 388,155 USS 433,777
“Total Assets -
Paper and pulp 74% 67%
Packaging products . 23 23
Others 3 10
Total 100% 100%

31.

SWAP TRANSACTIONS

The Company uses derivative instruments consisting of interest rate swaps and currency swaps to
hedge the risks associated with underlying financial transactions such as existing foreign currency
commitments and borrowings. In connection with these instruments, the Company monitors and
evaluates on an ongoing basis the quantum of its exposures and makes adjustments as deemed
necessary to offset the risks associated with these instruments. The Company enters into swap and
derivative transactions with terms that qualify the transactions as hedges for accounting purposes.

Derivative instruments are not used for trading or speculative purposes and all derivative instruments
are matched with payment obligations under existing financing transactions. The factors considered
by management in determining the financing transactions to be hedged include then-existing market

conditions, anticipated changes in exchange rates and market mterest rates and the terms offered by
prospective counter-parties.

Foreign currency swap transactions are entered into to hedge foreign currency liabilities in respect of
anticipated foreign currency exposures in order to minimize the impact of fluctuations in foreign
currencies on the results of operations. The Company manages its exposure to market interest rates
by maintaining a portfolio of both fixed and floaling rate debt.

The Company's foreign currency swap and forwarg transactions in 2000 and 1999 did not have, and
the Company does not expect such activities to have, a materially adverse effect on its results of
operations and cash flows. No interest rate swaps were entered into in 2000 and 1999. No assurance
can be given that the Company's hedging policy will be effective, that it wilt be able to accurately
forecast fluctuations in exchange rates and interest rates or that it will be able to minimize foreign
exchange losses or increases in interest expense payable as a result of its derivative activities.

The Company considers the credit risk of counter-party default under the swap contracts to be
minimal. The forward contracts were entered into by the Company after consideration of its
expectations regarding anticipated movements in foreign exchange rates.

During 1999, the Company and its Subsidiary entered into a forward contract with Bear Stearns Asia
Limited, Hong Kong. As of December 31, 1998, This contract was terminated and the effects to the
consolidated financial statements were immaterial.

-~
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32. SIGNIFICANT LITIGATION AND CLAIMS

The following are the significant litigation and claims involving the Company and APP in 2000 and
1998:

1.

In 1996, the Compary, PT Onward Paper Utama, a related party, and other companies were
involved in the civil case No. 8/PDT/G/1896/PN/SRG at the Serang District Court as defendants
in relation to the pollution of the river in Serang. The litigant, PT Samudra Farmindo Luas (SFL),
filed moraie and material loss claim to the Company at approximately Rp 36 billion. Based on the
Serang District Court decision No. 8/PDT/G/1996/PN.SRG dated January 20, 1997, the Company
was released from any liability in the examination stage, but the litigant has appealed to the
higher level court. On October 9, 2000, the Bandung High Court in its decision No.
309/PDT/2000/PT.BDG supported the decision of the Serang District Court. Based on the
Company lawyer's letler dated November 29, 2001, the Bandung High Court's decision has not
been informed to SFL since the Serang District Court has not received the Central Jakarta District
Court's information. Hence, by law, SFL has not received the Bandung High Court's decision. Up
to December 12, 2001, there are no developments on this case.

In 1998, the Company was involved in a civil case No. 539/PDT/G/1998/PN.JKT.PST at the

-Central Jakarta District Court as a defendant in relation to the default in the payment of

transportation services and expenses performed by PT Usaha Tjerah (UT). UT claimed the
charges, penalties and interests totaling Rp 279 million and damage loss of Rp 26 billion. As
security for its claims, UT requested the district court to pledge the Company's moveable and
non-moveable assets in Serang. On February 15, 1999, the district court has decided that the
case was not under its jurisdiction. On March 17, 1998, UT has appealed 1o the High Court. On
July 28, 1989, the High Court affirmed the decision of the district court. Based on the prevailing
law, the dispute should be filed to the arbitration body. Based on the Company lawyer’s letter
dated December 7, 2001, since there is no effort made by UT to appeal to the Supreme Cour
within the required time limit, the High Court's decision has been affimed.

On June 11, 1998, Andersen 2000 Inc. U.S.A. (Andersen 2000) commenced arbitration
proceedings against the Company under the Rules of the International Chamber of Commerce
(ICC) in respect of the purchase contract, service contract and the related contracts on the
incinerator machineries (Incinerator) in the Serang Mills. On January 3, 2000, the Company
issued a counterclaim in the arbitration proceedings against Andersen 2000.

On July 10, 2000, both parties signed a Settlement Agreement whereby both parties agreed on,
among others, the modification to the Incinerators to be performed by Andersen 2000 to increase
their capacity and the instaliment payments totaling US$ 1,800,000 to be made by the Company
in relation to the above. The 20% of the amount due should be paid in 2000 and the remaining
should be paid in 10 equal semi-installments starting from April 2001. To guarantee the above
settlement obligation, both APP and Crown Andersen Inc. (Crown), parent company of Andersen
2000 furnished their guarantee of US$ 1,440,000 and USS$ 1,036,000, respectively. Upon the due
execution and delivery of the Crown guarantee, the Company would release the letter of credit to
Andersen 2000 and the later would take all necessary steps to terminate the civil action pending

" before the U.S. District Court and related U.S. proceedings.

During 2000 and 2001, the Company has paid 20% of the amount due and the first instaliment.
Modifications to the Incinerators were done. However the modifications were not completed
according to the agreed schedule. On March 9 and 10, 2001, the test was conducted on the
performance of the Incinerators and the results of the test were reviewed on March 14, 2001
which showed that the incinerators failed to reach the targeted routine processing capacity. The
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Company and Andersen 2000 then entered into discussions and negotiations over additional
equipment and/or modifications that may be required {o enable the Incinerators to meet the
targeted routine processing capacity. No agreement has been reached between the parties. The
Company then exercised its right to withhold the second instaliment payment.

The Company gave Notice of Dispute on October 16, 2001 and filed claim against Andersen
2000 on November 17, 2001 at SIAC seeking, among others:

A declaration that upon true construction of the Settlement Agreemeni, the parties are
required 1o procure such equipment and modifications as would enable the Incinerators to be
able to routinely process the targeted capacity.

An order that the Incinerators be properly and validly tested according to the standards and
requirements of the Settlement Agreement, the Purchase, Services and Related contracts
defined under the recitals to the Settiement Agreement (the Other Agreements) as soon as
practicable with a view to producing a comprehensive joint test report.

An order that Andersen 2000 perform all duties required of them as turn-key contractors
under the Settlement Agreement and Other Agreements.

An order that in the event the tests disclose that there is no reasonabie probability of
rectifying the Incinerators such that they would meet the target routine processing capacity,
then:

a) Al of the Settlement Agreement (including the guarantee by APP) and Other Agreements
shall be declared void and/or otherwise discharged.

b) Al payments made to Andersen 2000 under all of the Settlement Agreement and Other
Agreements, shall be refunded in full to the Company, with interest at 12% per annum.

¢) The Company shall be entitied to recover from Andersen 2000 all damages, costs and
expenses required for it to procure substitute incinerators and a replacement supplier to
provide supervisory works and services in connection with any replacement incinerators.

d) The Company shall be entitled to all relief available to them at iaw arising from any
frustration of the Settiement Agreement and Other Agreements.

Pending testing, production of the joint report and implementation of remedial measures in
respect of the Incinerators, a declaration or order that the Company need not pay to
Andersen 2000 any part of the second to tenth instaliments under the Settiement Agreement.

The Company further claims:

Damages and loss arising from Andersen 2000's failure to take all necessary steps to
complete testing of the Incinerators, produce the joint test report and agree on remedial
measures to be taken to rectify the Incinerators.

Costs and expenses of and occasioned by these proceedings including (but not limited) to
jegal cos’s, expert’s fees, costs and expenses of the arbitral tribunal, among others.

On November 19, 2001, Andersen 2000 gave its own Notice of Arbitration to SIAC, seeking:

Payment of the balance outstanding on the amount due, amounting to US$ 1,286,000,
alternatively such sum that is adjudicated as being due and payable pursuant to the
Settlement Agreement.

Damages and losses arising out of the Company's breach of the Settlement Agreement,
including but not limited to the labour costs and related expenses incurred by Andersen 2000
as a result of site support and engineering assistance at the Compary's jobsite.
Reimbursement of interest expense and losses.

All costs and expenses in and occasioned by these. proceedmgs including but not Ilmlted to
Andersen 2000's legal cost$ and disbursements. z
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The Company is applying for Andersen 2000's arbitration to be discontinued and incorporated as
2 counter-ciaim in the arbitration started by the Company on November 17, 2001. Up 1o
December 12, 2001, there were no further developments on this case.

4. In connection with the sale and purchase agreement dated July 10, 1996 of the paper making
machines referred to as PPM No. 3 (PPM 3) for the Company and MPM No. 11 (MPM 11) for
PT Pabrik Kertas Tjiwi Kimia Tbk (TK) entered into by APP and Beloit Asia Pacific (L) inc. (BAPL)
5 for approximately US$ 136.7 million each and the written agreements dated .May 12,1997,
whereby the Company and TK took over APP’s rights and obligations, the Company, TK, APP
(collectively referred 1o as APP Parties) and BAPL were involved in a dispute to be resoived by
arbitration in Singapore under the Rules of the ICC. The dispute with BAPL is in respect of
Beloit's failure to perform their obligations pursuant to the PPM 3 and MPM 11 purchase contract. .
On Octlober-3, 2000, BAPL, Beloit Asia Pacific Pte. Ltd. (BAP), Beloit Corporation (BC), the
parent company of BAPL and BAP and Harmischfeger Industries Inc. (Harnischfeger), the parent
Company of BC collectively referred to as Beloit Entities and APP Parties entered into a
Settlement Deed with the agreed terms, among others:

» BC and Harnischfeger would extend standby letters of credits (LC) to be issued to the
Company and APP for a further 120 days from October 30, 2000.

e APP Patties are allowed to draw US$ 8.5 million from each of the above LC.

« APP Parties would pay BC USS 784,130 within twelve business days after the drawing,
representing all remaining balances for the respective service contracts in the amounts of
US$ 385,500 for PPM 3 and US$ 408,630 for MPM 11.

« The Beloit Entities would deliver to the APP Parties all spare parts and consumable items on
order and release ali construction materials.

+ Both parties released one another from all claims in connection to the PPM 3 and MPM 11
contracts. Harnischfeger agreed to indemnify the APP Parties against any claims by the
Beloit Entities and APP agreed to indemnify the Beloit Entities and Harnischfeger against any
claims by the APP Parties arising out of the PPM 3 and MPM 11 contracts.

The Deed is subject to the conditions subsequent of the approval of the US Bankruptcy Court.

Based on the Company legal counsel's letter dated December 10, 2001, the U.S. Bankruptcy
Court approved the Deed by its order dated October 25, 2000 upon the condition that the Deed
will be amended to clarify the avoidance of any doubt that Harnischfeger's indemnity in the Deed
for any claim against the APP Parties does not include claims against the APP Parties in respect
of the fatter's obligation to pay or repay any promissory notes issued to BC or other financing or
loans relating to PPM 3 and MPM 11 contracts. Pursuant to the condition set by the U.S.
Bankruptcy Court, an amendment to the Deed was prepared and executed by the parties on
November 3, 2000. Based on the solicitors of the Beloit Entities and Harnischfeger, US$ 17
million was received by APP on November 20, 2000 and payment of US$ 794,130 was requested
to be paid to BC in accordance with the terms of the Settlement Deed by December 6, 2000. Up
to December 12, 2001, there were no further developments on this case.

5. In connection with the credit facilities entered into by the Company with ABN AMRO Bank N.V.,
Jakarta Branch (ABN) on the aggregate principal up to US$ 30 million and the foreign exchange
facility up to the aggregate amount of USS$ 40 million which are guaranteed by APP (see
Note 16), on January 4, 2001, ABN (Plaintiffs) sent the Plaintiffs’ letter to the Company and APP
(Defendants) declaring that an event of default had occurred and demanded the Defendants to
make immediate payment of the total outstanding sum as of January 3, 2001 _plus daily .interests
incurring from January 4, 2001, :
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Since the Defendants had failed to comply with the Plaintiffs’ demand, on January 19, 2001,
another Plaintiffs’ letter was sent to the Defendants requesting immediate payment of the entire

outstanding sum as of January 19, 2001 plus accrued daily interests. The Defendants had failed
to respond to the letter again.

On March 7, 2001, ABN filed the claims against the Defendants in the High Court of the Republic
of Singapore as follows:

»  As of February 28, 2001, the sum of US$ 15,355,499 (exclusive of accrued default interests)
plus further default interests on the unpaid amount at the rate of 10% per annum above the
agreed interest rate - after as well as before the judgment - from the period commencing on
the date the said amount was due and ending on the date of actual payment.

» Costs to be taxed on a full indemnity basis unless otherwise agreed, and

» Such further or other relief,

On May 10, 2001, a Notice of Discontinuance was filed in the High Court of the Republic of
Singapore by the Plaintifis’ and APP's solicitors which stated that ABN wholly discontinue its
action against the Defendants with no order as to costs. Since the case was discontinued, the
Company did not appoint any legal coursel to deal with this matter.

In connection with an agreement entered into between Cornelder Metals (S) Pte. Ltd., Cornelder
Hoogewerft (Singapore) Pte. Ltd. (the “Plaintiffs) and APP Paper Trading (S) Pte. Ltd. (APP
Paper) on or about March 1, 1999 whereby the Plaintiffs agreed to provide warehouse
management services on the basis that these services would be rendered to and paid by the
Company, the Plaintiffs sent its ietter to the Subordinate Courts of the Republic of Singapore
dated February 9, 2001 for outstanding bills starting from October 31, 2000 up to the date of the
Plaintiffs' letter and requestad the Court to restrain the Company to ship its goods with a value
approximating the claim of Sin$ 162,569 held at a warehouse in Singapore. On the same date,
the Court issued its order to approve the Plaintiffs' request to restrain the Company's assets in
Singapore to the value of Sin$ 163,000 from being removed, disposed or diminished by the
Company.

On February 13, 2001, after the Plaintiffs’ solicitors confirmed the Plaintiffs have received
payment of their claim, interests and costs in the sum of Sin$ 140,000 in full and final settlement
of their claim, a Notice of Discontinuance was filed in the Court of the Republic of Singapore by
the Plaintiffs’ solicitors which stated that the Plaintiffs wholly discontinue their action against the
Company. Since the case was discontinued, the Company did not appoint any legal counsel to
deal with this matter.

Starting in August 2001, several class action suits were filed by and on behalf of purchasers of
securities of APP in the U.S. District Court, Southern District of New York against APP and
certain of its directors and officers. The plaintiffs have alleged the defendants violated certain
sections of the Securities Exchange Act of 1934 and Rule 106-5 thereunder by making material
misrepresentations and failing to disclose in APP's 1997 up to 2000 financial statements and
press releases, among others, the two swap contracts totaling approximately US$ 220 million. On
April 4, 2001, APP announced that these swap contracts were entered into in 1897 and
terminated in November 2000. The impact of these swap contracts on APP's consolidated
financial statements has not been determined pending completion of the investigations. The
plaintiffs assert that APP’s financial statements did not accurately reflect its financial condition
and APP's estimates, projections and opinions as to its expected revenues, earnings and income.

4
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in April 2001, APP announced that it had appoinied independent accountants to review the
above-mentioned swap contracts and in September 2001, APP appointed a U.S. law firm to
represent APP in legal proceedings filed in the U.S.. APP announced in its press release that it
will vigorously defend the U.S. class actions. In light of the above class action, APP believes that
it is appropriate for the review of the swap transactions to be conducted under the auspices of a
U.S. legal counsel. The independent accountants appointed to conduct the aforementioned
review have resigned.

Based on the legal counsel's letters dated July 9, 2001 as amended on November 14, 2001, the
Company through its legal counsels, filed claims at Central Jakarta District Court against its trade
customers namely, City Success Ltd., Lucky Clover Limited, Red Chips International Limited,
Shinning Armour International Limited and Yale Han Trading Ltd. all.-with last known registered .
addresses in British Virgin Islands, regarding the non-payment of the Company's trade
receivables from these companies arising from the export sales of paper products whereby the
claims amounted to US$ 94,200,204, US$ 115,841,384, US$ 114,231,575, US$ 83,234,882 and
US$ 61,926,298, respectively, or totaling US$ 469,434,343 (which includes receivables balance
of USS 242,446,821 plus interest and damages) plus 6% interests per annum since the filing date
of the claim until the customer’s payment date. Based on the Company'’s legal counsels’ letter
dated December 6, 2001, the legal counsel has the opinion that the Company has a strong legal
basis to file the cases to the court. However, there is no assurance that the court will grant the
decision in the favor of the Company (see also Notes 6 and 35d).

Up to the date of this report, the Company and/or APP management believe that as of December 31,
2000, no adjustment or provision for losses are required to be made in the consolidated financial
statements in relation to the foregoing litigation cases.

Except for the foregoing, the Company is not currently a pary to any legal proceedings which
management believes could have a materially adverse effect on its business, financial condition or
results of operations. The Company is involved in litigation and administrative proceedings from time
to time primarily arising in the normal course of business.

33.

SIGNIFICANT COMMITMENTS AND AGREEMENTS

As of December 31, 2000 and 1999, the Company has the following signiﬁcant commitments and
agreements:

1.

In connection with the sale of the power plant assets described in Note 7m, the Company entered
into an energy services agreement with DSS for a period of 25 years under which DSS will
produce electricity and steam for the Company for a fixed processing service fee of at least
US$ 37.6 million per year for the first ten years. The relating variable fee is charged to the
Company on actual basis.

On April 9, 1999, the Company entered into a management and operation agreement on a multi-
purpose terminal at Merak with PT (Persero) Pelabuhan Indonesia (Pelindo) 1l whereby both
parties agreed to engage in profit sharing from the ships and goods serviced in the temminal. This
agreement is effective from April 9, 1999 and will expire within 30 years since the date of the
management and operation of the multi-purpose terminal which is not later than April 15, 1998.
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3.

On March 1, 19899, the Company entered into an agreement on the cooperation for the
management of the terminal to be used for its own purpose within the Company’s working area at
Perawang Mill with PT (Persero) Pelabuhan Indonesia | whereby both parties agreed to engage
in profit sharing on several services provided in the terminal. This agreement is effective from
March 1, 1999 up to February 28, 2004.

The Company has an agreement with APP International Trading (V) Limited, Cayman islands
(APPIT (V)) and APP whereby the Company agreed to supgly and seli pulp, paper and packaéing
products to APPIT (V) on the condition that APP guarantees the payment obligations of APPIT
(V). APPIT (V) plans to on-sell such products to certain designated customers under the sale
confirmation contracts, APP as the Servicer also agreed to act as APPIT (V)'s agent and

-administer the agreement on behalf of APPIT (V) under the Servicing Agreement. APPIT (V)

agreed to pay the purchase price for the products which comprise the 80% advance and final
instaliment payable no later than 10 business days after the invoice date and following the receipt
of sale proceeds by APPIT (V), respectively. The parties’ obligations in this agreement shall
continue unti! terminated by mutual written consent of APPIT (V) and the Company.

The Company entered into an agreement with APP International Trading (VI) Limited (APPIT V1),
Cayman |[slands, whereby the Company agreed to sell export pulp, paper and packaging
products. The Company's obligation to continue to sell export gocds under this agreement is only
to the extent that payments are made on an on-going basis with the agreed customary terms. The
Company intended to sell to certain designated customers located in certain countries through
APPIT VI. The parties' cbligation in this agreement shall continue until terminated by the
Company upon prior written notice to APPIT VI,

1K Trading 1l (see Note 1c; has an agreement with APP International Trading (lIl) Limited (APPIT
tll) and APP whereby IK Trading Il agreed to supply and sell to APPIT [il which agreed to
purchase paper and packaging products from IK Trading Il and make the prepayment of JP¥ 10
billion. The agreement shall continue until tenminated by mutual written consent of APPIT Ill and
IK Trading ll. As a condition to the effectiveness of the aforementioned agreement, IK Trading I!
entered into an agreement with the Company and APP whereby the Company agreed to supply
and sell to IK Trading Il which agreed to purchase paper and packaging products from the
Company and make the prepayment of JP¥ 10 billion to the Company. The agreement shall
continue for 6" years up to 2005 and may be extended by multual consent of the parties. APP
agreed to guarantee the payment by APPIT il and IK Trading il. The prepayment can be offset
against unpaid sale of goods. The Company did not receive and record the above prepayment
accounts. As of December 31, 20060, the prepayment accounts have nil balance.

On November 15, 2000, the Company as the exporter, entered into an agreement with Kinno
Limited Cayman islands (Kinno), a related party buyer whereby Kinno arranged financing with a
group of banks and financial institutions to make the prepayment to the Company of JP¥ 5.350
billion for the purchase of paper products. The Company agreed to produce and deliver paper
products of approximately 200,000 metric tonnes so that Kinno satisfies its commitments under a
sales and purchase agreement with ltochu Corporation. If this is not met, the Company may be
required to repay some or all of the prepayment amount with accrued interests. The above
prepayment was paid directly to account of Kinno.
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34. ASSETS AND LIABILITIES IN FOREIGN CURRENCIES

The following balances of assets and liabilities are denominated in foreign currencies as of December
31, 2000:

ASSETS

, Cash and cash equivalents . .

i Indonesian Rupiah (Rp 26,848,582,821) us$ 2,798,185
Netherlands Guilder (NLG 214,533) 80,420
Japanese Yen (JP¥ 814,827) 7,097

2,885,702
Accounts receivable - trade ) .
indonesian Rupiah (Rp 1,427,640,810,578) 148,790,079
Due from related parties
Indonesian Rupiah (Rp 38,936,348,731) ’ 4,057,983
Taiwan Dollars (TWD 84,368) ] 2,552
- 4,060,535
Accounts receivable - others
European Euro (EURO 8,120,091) 7,541,952
Indonesian Rupiah (Rp 4,193,618,423) 437,063
7,979,015
Other current assets
Indonesian Rupiah (Rp 17,058,582,124) 1,777,862
Refundable deposits
Indonesian Rupiah (Rp 484,052,500) 50,448
Total Assets (Rp 1,515,161,895,177, EURO 8,120,091, JP¥ 814,827, .
NLG 214,533, and TWD 84,368) Us$ 165,553,641
LIABILITIES
Short-term loans payable
Japanese Yen (JP¥ 13,372,672,303) Uss$ 116,476,742
indonesian Rupiah (Rp 169,697,769,902) 17,686,063
European Euro (EUROQ 2,135,684) 1,983,626
Singapore Dollars (Sin$ 1,488,226) 859,131
Swiss Franc (CHF 183,000) 111,756
Swedish Krona (SEK 1,046,925) , 109,752
Deutsche Mark (DEM 118,429) 56,716
Australian Dollars (AUD 73,250) - 40,603
British Poundsterling (GBP ©,450) 14,083
- - - - 137,338,472

(Forward)
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Accounts payable - trade

Indonesian Rupiah (Rp 412,951,245,554)

Japanese Yen (JP¥ 2,546,123,318)

European Euro (EURO 1,726,689)
Gemman Deutschemark (DEM 1,852,427)
Singapore Dollars (Sin$ 1,268,606)
Australian Dollars (AUD 299,476)

. British Poundsterling (GBP 40,446)

Swedish Krona (SEK 339,315)
Swiss Franc (CHF 13,960)
Taiwan Dollars (TWD'1,793)

Due to related parties

Acc

Singapore Dollars (Sin$ 48,125,473)
Indonesian Rupiah (Rp 11,461,412,367)
Hong Kong Dollars (HKD 120,100)

ounts payable - others

Indonesian Rupiah (Rp 44,912,611,868)
Gemmnan Deutschemark (DEM 28,618)
Japanese Yen (JP¥ 938,501)

Singapore Dollars (Sin$ 12,539)
Netherlands Guilder (NLG 15,401)
European Euro (EURO 1,725)

Accrued expenses

Indonesian Rupiah (Rp 916,206,256,714)
Japanese Yen (JP¥ 2,038,352,098)
Gemmnan Deutschemark (DEM 21,488,288)
European Euro (EURO 4,635,613)

Swiss Franc (CHF 1,876,939)

Singapore Dollars (Sin$ 1,689,773)
Swedish Krona (SEK 2,685,790)

British Poundsterling (GBP 97,078)
Australian Dollars (AUD 36,176)

Taxes payable

Indonesian Rupiah (Rp 27,039,568,195)
Netherlands Guiider (NLG 272,975)

Notes payable and bonds payable

(Forward)

Current maturities
Indonesian Rupiah (Rp 1,000,000,000,000)

Uss

43,038,170
22,176,880
1,603,752
879,711
732,347
166,000
60,277
35,571
8,525

54

68,701,287

27,782,118
1,194,519
15,389

28,992,034

4,680,835
13,591
8,174
7,239
6,491
1,602

4,717,932

95,487,885
17,754,164
10,204,708
4,305,565
1,146,224
975,481
281,559
144,676
20,053

130,320,315

2,818,010
115,262)

- 2,702,748

104,222,966
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Bank and supplier loans payable and obligation under capital lease

Current maturities

{ndonesian Rupiah (Rp 1,093,626, 571 ,738) Uss 113,978,797
German Deutschemark (DEM 228,079,184) 108,313,961
Japanese Yen (JP¥ 7,532,899,095) 65,611,983

287,904,741

Deferred tax liabilities

Indonesian Rupiah (Rp 579,763,607,235) 60,423,513

Total Liabilities (Rp 4,255,659,043,573, JP¥ 25,490,985,315,

DEM 251,567,946, Sin$ 52,584,617, EURO 8,499,711,
SEK 4,072,030, CHF 2,073,899, AUD 408,902,
GBP 146,874, HKD 120,100, NLG 257,574 and TWD 1,793) US$ 825,324,008

Net Liabilities Uss 659,770,367

35. DEBT RESTRUCTURING

The chronology of events regarding the debt restructuring of APP Group, including the Company, is
as follows: -

a.

In 1999, PT Bank Internasional Indonesia Tbk (Bll), a related party bank, participated in the bank
recapitalization program. Under the recapitalization program, the Indonesian government
provided additional capital contribution, became the majority stockholder of BIl and made
changes in the management of Bli. On March 31, 2000, Bll, the Indonesian Bank Restructuring
Agency (IBRA) and Sinar Mas Group (SMG) signed a memorandum of understanding to
restructure Bll's receivables from SMG, its related parties.

The Indonesian Government as represented by IBRA, Bll and the Personal Guarantors
comprising certain members of Wijaya family entered into a Settlement Agreement on
January 26, 2001, which was amended on February 3, 2001 in relation to the settlement of
SMG'’s liabilities to Bl including the collateral provided to IBRA. Under the Settlement Agreement,
the SMG companies, including the Company, pledged assets as collateral valued at 145% of the
total outstanding liabilities of US$ 1.3 billion (BIl Receivable) and the Personal Guarantors
provided personal guarantees (0 IBRA as counter-guarantees on SMG's liabilities. 1BRA, on
behalf of the Indonesian Government, issued the Government Guarantee to Bll for its receivables
from the SMG companies effective on April 30, 2001 and will expire on October 7, 2003. Under
this guarantee, if the SMG companies-debtors fail to make interest and principal payments upon
due date, IBRA will pay the interest and principal instaliments in accordance with the terms of the
Settlement Agreement.

On September 30, 2000, the Company entered into a Credit Agreement with Bll to obtain of cash
loan of US$ 24,555,774 and other credit facilities equivalent to US$ 258,974,876 consisting of
joan totaling US$ 155,310,606 and Rp 994,658,671,738 (see Note 6, 7k and 20 and letter d
below). Based on the Setllement Agreement, the Company and Bll agreed to enter into an
Amendment Credit Agreement (ACA) on Match 8, 2001 covering the above credit facilities. The
Company is aliowed to make early repayment before due date or refinance the Ioan without
interests and penalties. - - ,

-
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The ACA becomes effective at the time the Government Guarantee or Alternative Government
Guarantee under the Settlement Agreement becomes effective for the interests of Bll. Unpaid
Interests as staled in the ACA amounting to US$ 1,548,849 and Rp 14,560,697,778 should be
paid by the Company on June 30, 2001 without penalties. If the Company fails to pay the Unpaid
Interests on such date, interests and penalties would be computed therein from July 1, 2001.The
facilities bear interests at six-month SIBOR + 3% per annum for U.S. Dollar facilities and 16% per

annum for Rupiah facility whereby such interests are payable every June 30 and December 30 of
each year. The facilities are payable as follows:

Due Dates % of the Company's Outstanding Liabilities

September 30, 2001 . 2.5%
March 31, 2002 : 5%

September 30, 2002 : 5%

December 31, 2002 D 1.5%
March 31, 2003 o 7.5%
June 30, 2003 T 7.5%
September 30, 2003 . 65%

The ACA included certain covenants that require the Company to, among others, provide written
notification to BIl on litigation against the Company and on each business development plan or
other party offer for joint work, obtain the prior consent of Bil in entering into merger or
consolidation, payment of dividends or distribution of profit, repayment to shareholders, obtaining
additional borrowings or acting as a guarantor, pledge of assets, transfer, disposal or lease of the
Company's assets and approval of and/or recognition of the changes in the Company’s boards of
directors, commissioners and stockholders, except for public stockholders.

Events of default under the ACA include among others, the nonpayment by the Company of the
loans and interests, its non-fulfiliment of the agreement terms, foreclosure of its assets by an
authorized institution, liquidation or bankruptcy of the Company or its parent company, court

decision that affect the Company's fulfiliment of its obligations, and lease, pledge or disposal of the
collateral assets.

The ACA provided that the Company should obtain the approval of the boards of directors,
commissioners and stockholders in their general meeting, and the approval of the govemment
institution in entering into this agreement.

APP announced in its August 2, 2001 press release that its indonesian Subsidiaries including the
Company, had incurred substantial provisions for losses on doubtful accounts in 2000 relating to
trade accounts receivable heid by Bil. These doubtful accounts receivable resulted from the non-
recourse transactions in which the Indonesian Subsidiaries discounted export trade receivables to
Bll. Bll in tumn discounted these receivables to Bank Indonesia. As of December 31, 2000,
receivables which have not been collected had been reacquired by these indonesian Subsidiaries
(see letter ¢ above and Note 20). These Indonesian Subsidiaries, inciuding the Company,
established provisions for losses in the amount of these receivables and have filed suits against
some of the trade customers (see Notes 6, 20 and 32 (8)).

To secure the Company’s obligations discussed in ¢ above, the Company granted liens to IBRA

at the total pledged values of US$ 735,910,893 and Rp 1,514,270,456,056 as follows (see also
Note 12):

rd
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¢ On January 30, 2001, the Company granted liens to IBRA on its 5 landrights (Mak Guna
Bangunan) and all property, plant and equipment located thereon at its Tangerang mills
covering 284,377 square meters with a total pledged value of Rp 160,059,710,000. The
pledge of land is registered at the National Land Board based on the Deed of Encumbrances
No. 37/2001 as notarized by Marthin Aliunir, S.H. dated January 30, 2001.

« On January 30, 2001, the Company granted liens to IBRA on its 22 landrights (Hak Guna

i Bangunan) and al! property, plant and equipment located thereon at its Serang mills covering

3,602,106 square meters with a total pledged value of Rp 761,129,946,056.-The pledge of
land is registered at the National Land Board based on the Deed of Encumbrances No.
03/2001 as notarized by Lenny Janis Ishak, S.H. dated January 30, 2001.

« On February 26, 2001, the Company granted liens to IBRA on its 2 landrights (Hak Guna
Bangunan) and all property, plant and equipment located thereon at its Perawang mills
covering 7,643,500 square meters with a total pledged value of Rp 593,080,800,000. The
pledge of land is registered at the National Land Board based on the Deed of Encumbrances
No. 13/06/Siak/02/2001 as notarized by Massudin, S.H. dated February 26, 2001.

» Based on Notarial Deed of Linda Herawati, S.H. No. 16 dated March 12, 2001, under the
Deed of Fiduciary Pledge, the Company granted fiduciary transfer to IBRA on its machineries
at the Serang mills with a total pledged value of US$ 726,584,068 and at the Tangerang mills
with a total pledged value of US$ 9,326,825.

f. OnMay 2, 2001, APP announced in its press release the clarification on the collateral provided to
IBRA as described in letter b above. PT Purinusa Ekapersada (Purinusa), the Company's major
stockholder, has been granted the Options to acquire all outstanding shares of major
stockholders of PT Wirakarya Sakti (Wirakarya) and PT Arara Abadi (Arara), related parties.
Wirakarya and Arara provided approximately 90% and 70%, respectively, of the wood used by PT
Lontar Papyrus Pulp & Paper Industry and the Company in 2000. The Options are valid for 2
years and have exercise prices that are subject to adjustment by reference to the fair market
value of the relevant concessions. To further secure the BIl Receivables, Purinusa has granted
liens to IBRA on alt of its shares held in the Company, PT Pabrik Kertas Tjiwi Kimia Tbk and
PT Pindo Deli Pulp and Paper Mills and on which liens had not been previously granted. Based
on Notarial Deed No. 9 of Linda Herawati, S.H. dated April 7, 2001, Purinusa granted
1,452,891,053 shares held in the Company to IBRA (see Note 22). Purinusa has also entered
into a pledge agreement with IBRA with respect to both the Options and any shares acquired
pursuant to the Options to secure the Bil obligations.

g. In March 2001, APP and its Subsidiaries, including the Company, announced the debt standstill
on all their obligations (principal and interest payments) to creditors (see Notes 16, 19, 20 and
21). In 2001, the Company paid interests to the bondholders of the Indah Kiat | 1999 Bonds (see
letteri below and Note 38n).

h. Following APP's announcement, on April 16, 2001, the Company, together with PT Pabrik Kertas
Tjiwi Kimia Tbk, held a public expose to announce the debt standstil. The Company announced
that together with APP Group, the Company have entered into a restructuring process with all its
creditors. The Company, among others, explained its financial position and other factors that lead
1o a standstill decision and presented its future plans.




-76-

PT INDAH KIAT PULP & PAPER Tbk AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Contmued)
For The Years Ended December 31, 2000 and 1999
{In United States Dollars, Unless Otherwise Stated)

On May 17, 2001, based on Notarial Deed No. 98 of Linda Herawati, S.H., the Company, its
Trustee, PT Bank Niaga Tbk and the Rp 1 trillion Indah Kiat | Bonds bondholders (see Note 19)
conducted the bondholders' general meeting whereby the Company explained the debt standstill
position of APP and its Subsidiaries, including the Company. The Company also presented the
factors which affected its liquidity and mentioned that its detailed financial structure will be
provided after the completion of the 2000 audit. The bondholders decided in the meeting that,

among others:

1. The sixth payment of interest coupon due on April 14, 2001 and its penaities should be made
on May 18, 2001 without conditions (see Note 38n);

2. The Company should fulfill alt the terms in the Trustee Agreement, mainly timely payment of
interests and loan principal;

3. If the Company fails to fulfill the above No. 1 action or fail to pay the succeeding interest
liabilities under the Trustee Agreement, the bondholders will decide in their general meeling
to directly undertake an early bonds redemption followed by legal action;

4. Not to agree on the pledge/transfer of the Company's assets to anybody, under the terms of
the Trustee Agreement; and

5. To implement the above No. 3 and 4 actions, the bondholders in their general meeting have
autharized the Trustee to uncertake all the necessary legal actions without any exceptions.

On June 21, 2001, the Company, together with PT Pabrik Kertas Tjiwi Kimia Tbk, PT Pindo Deli
Pulp and Paper Mills and PT Lontar Papyrus Puip & Paper Industry, related parties, conducted a
public expose on the reasons for the delayed 2000 financial statements. The Company and its
related party companies presented the following, among others:

1. Due to the financial difficulty and ongoing debt restructuring process, these Companies
needed to conduct a more detailed review compared to a normal audit.

2. The debt restructuring process and creditors’ claims caused difficulty for these Companies to
maximize the available human resources allocation to prepare the financial statements.

3. Such delay resulted in the delay of the conduct of the annual stockholders' general meeting
before June 30, 2001, as announced in the press on June 1, 2001,

4. These Companies’ future plans to improve their operational performance namely, preparation
of a continuing operational plan, assessment to conduct divestment, exertion of efforts for an
ideal debt level and negotiation with creditors to reach an agreement with all creditors.

5. Pledge of these Companies’ assets to IBRA (on behalf of the Indonesian Government) in
relation to their loans payable to Bll, and the issuance of government guarantee by IBRA to
Bll. These Companies’ loans payable to Bll have been categorized as non-performing loans
and the pledge of assets (see letter e above) is based on the ACA and Settlement
Agreement, as amended (see letters b and ¢ above).

6. Legal bases on the pledge of assets namely: _

« Temmns of the Articles of Association of these Companies specially regarding the directors'
authority to enter into pledge at a pledged value of less than 90% of these Companies’
assets do not require the approval from the stockholders' general meeting.

» Provisions in BAPEPAM Rule No. IX.E.2 on Material Transactions, item 4.h.

o Provisions in BAPEPAM Rule No. IX.E.1 on Certain Transactions with Confiict of
Interests, item 3.h.

The pledge of assets is based on the framework of transactions directly or indirectly
conducted by IBRA, debt restructuring of these Companies with Bll and recovery of the
national economy.

» - -
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The completion of the Company's 2000 consolidated financial statements was delayed on
account of the many demands of the complex debt restructuring exercise which is now underway.
This process has involved and continues to involve an analysis of myriad transactions spanning
many jurisdictions and laws. The directors have used their best endeavours to prepare these
consolidated financial statements as completely and accurately as possible. Completion of the
ongoing analysis may result in a determination that further liabilities/transactions cught to have
been recorded in these financial statements.

k. In April 2001, APP announced that informal committees representing the banks, export credit
agencies and trading company creditors have been formed in connection with the debt
restructuring. Since August 2001, APP’'s shares have been delisted from the New York Stock
Exchange and are currently trading on the over-the-counter bulletin board. {n September 2001,
APP announced in the press that it discussed with the steering committees issues related to debt
restructuring, including cash monitoring protocol, reorganization of procurement and
sales/marketing functions of APP Group, bringing in independent management and exploring
options for disposai of non-core assets. In November 2001, APP announced its proposa! for the
establishment of excess cash accounts by each of the Indonesian operating Subsidiaries to be
used for plan purposes. APP aiso announced its plan to distribute a draft restructuring plan to the
creditors’ umbrella steering committee by January 31, 2002.

. On October 26, 2001, the Company together with PT Pabrik Kertas Tjiwi Kimia Tbk, PT Pindo
Deli Pulp and Paper Milis and PT Lontar Papyrus Pulp & Paper Industry, conducted a hearing
with the Surabaya Stock Exchange officers to explain the status of the Companies' respective
Rupiah bond obligations. The stock exchange will continue 1o monitor the latest status and
developments on these companies.

36. ECONOMIC CONDITIONS

in 1997 up to the middle of 1999, Indonesia and the Asia Pacific region experienced adverse
economic conditions mainly resulting from currency depreciation, the principal consequences of
which, have been an extreme lack of liquidity and high foreign exchange and interest rates. These
conditions have also been characterized by declining prices in shares listed in the Indonesian Stock
Exchanges, tightening of available credit, general price increases of commodities and services, and
reduced economic activity.

Since the middle of 1999, the Indonesian economic condition was characterized by the Rupiah to
U.S. Dollar exchange rate fluctuation, decrease in interest rates of Bank Indonesia cenrtificates and
decline in inflation rate. In 2000, the exchange rate of Rupiah to U.S. Dollar has weakened due to
uncertainties in the country's social and political situation. The country’'s economic conditions
continue to be affected by the ongoing recapitalizaticn of the banking industry and restructuring of
non-performing loans.

Prices of pulp, paper and packaging products which are based upon or affected by global prices, are
highly cyclical and fluctuating. In the first quarter up to the second quarter of 2000, the pulp prices
have increased, which resulted in the increase in paper and packaging product prices, However, the
pulp prices had a significant decreasing trend starting on the last quarter of 2000 up to

- -
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December 12, 2001, mainly attributable to the oversupply of pulp and paper products in major
international markets, among others. The decrease in pulp prices also affected the paper and
packaging product prices to decrease. Volatility in exchange and interest rates has affected the
Company's cost of funds, and its capacity to service its debts, given that balances of the Company’s
borrowings are denominated mainly in U.S. Dollars and currencies other than U.S. Dollars. If the net
position of assets and liabilities in currencies other than U.S. Dollars as of December 31, 2000 (see
Note 34) is reflected using the middie rate as of December 12, 2001, the total net habulmes will
1 decrease by approximately US$ 42 million.

The Company's and its Subsidiaries' operations have been significantly affected by decrease in the
pulp, paper and packaging product prices, reduction of available credit lines for working capital and
rising borrowing costs, among others, which significantly impacted the APP Group's business and
cash position (including the Company). As disclosed in Notes 16, 19, 20, 21 and 35, since the end of
2000 until the date of this report, the Company and certain Subsidiaries incurred payment and
technical default on certain of their ioan principal and interest payables. In March 2001, APP and its
Subsidiaries, including the Company, announced the debt standstill on all obligations (principal and
interest payments) 1o their creditors, except for centain of their trade creditors. In 2001, the Company
paid interests to the bondholders of the Indah Kiat | 1999 Bonds. Under the loan agreements, as a
result of the payment and technical default, the creditors may declare the entire outstanding amount
to be immediately due and payabie with or without written notice. Therefore, the long-term loans have
been reclassified to current maturities in the December 31, 2000 consolidated balance sheet. The
Company and Subsidiaries reported current fiabilities in excess of its current assets by about US$ 2.5
billion as of December 31, 2000 and net loss of about US$ 401 million in 2000 mainly due to
significant provision for losses on uncollectable receivables.

The accompanying consolidated financial statements have been prepared assuming that the
Company and Subsidiaries will continue as going concem entities. The continued existence of the
Company and its Subsidiaries is dependent upon the ability of APP, the ultimate parent company, to
continue to provide financial support to the Company and its Subsidiaries. APP Group, including the
Company, is facing cash flow deficiencies and is currently negotiating a debt restructuring process
with all its creditors. The directors of the APP Group are preparing a restructuring plan to reorganize
their activities and to restructure their debts, which is subject to approval by their creditors (see
Notes 35g, j and k).

The APP Group’s (including the Company and Subsidiaries) future plans include, among others, the
improvement in their operational performance namely, preparation of a continuing operational plan,
assessment to conduct divestment of non-core assets, exertion of efforts to achieve an ideal debt
level and negotiation with creditors to reach an agreement acceptable to all creditors.

In 1999, an anti-monopoly law was enacted in indonesia which is effective starting March 2000 and
would prohibit a variety of practices considered to be anti-competitive and monopolistic. Because the
Company and its affiliated companies have the leading market share in Indonesia for many of their
products, it is possible that this law could have an adverse effect on the Company and its affiliated
companies’ business in Indonesia.

The Company's and its Subsidiaries’ operations have been affected and will continue to be affected,
for the foreseeable future, by the adverse economic conditions. It is uncertain how future economic
and non-economic developments in Indonesia will affect the Company's and its Subsidiaries’
operations and results. As a result, there are_significant uncertainties that may affect the future
operations of the Company and its Subsidiaries. These financial statements do not inciude any
adjustments that may be necessary if the support from APP_is not forthcoming and the Company and
its Subsidiaries are unable to contmue as going concern entities. z
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The resolution to further improve the economic conditions depends on the fiscal, monetary and other
measures that have been and will be undertaken by the Indonesian government, actions which are
beyond the Company's and its Subsidiaries’ control. it is not currently possible to determine the future
effects of the continuing adverse economic conditions on the Company’s and its Subsidiaries’ liquidity
and earnings, including the effects flowing through from their customers, suppliers, creditors and
stockholders.

37.

EMPLOYEES’ BENEFITS

On June 20, 2000, the Ministry of Manpower issued the Decree No. Kep-150/Men/2000, amending
the Decree of the Ministry of Manpower No. Per-03/Men/1996, regarding the Settlement of Work
Dismissal and Detemnination of Separation, Appreciation and Compensation Payments by

. Companies. The Decree requires companies {0 pay their employees termmination, appreciation and

compensation benefits in case of employment dismissal based on the employees’ number of years of
service, provided the conditions set forth in the Decree are met. Based on the Company's
computation, the amount of such employees’' benefits charged to operations in 2000 amounted to
USS$ 8,685,734 and is presented as part of Cost of Goods Sold and Operating Expenses - General
and Administrative Expenses in the consolidated statement of income (see Notes 24 and 25). The
management believes that such amount is adequate to meet the requirements of this Decree as of
December 31, 2000.

38.

SIGNIFICANT SUBSEQUENT EVENTS

The foliowing are the significant events subsequent to the December 31, 2000 balance sheet date
(see also Notes 15, 32 and 35):

a. On January 10, 2001, the Company entered into an Amended and Restated Pulpwood Purchase
Agreement with PT Arara Abadi (Arara) which is valid for 30 years (see Note 7c). The Company
agreed to exclusively purchase the pulpwood from Arara and Arara agreed to supply the
pulpwood to the Company at a certain agreed price. Under this agreement, the Company shall
from time to time at the request of Arara, provide any financing to Arara without any charges for
purposes of financing the cost associated with maintaining and developing the concession and
the plantation, including without limitation, costs incurred in connection with the growing,
harvesting and delivery of pulpwood. Both parties also agreed that the financing provided by the
Company shall not be offset against the Company's payment obligation from the purchase of
pulpwood from Arara.

b. On January 17, 2001, the Company made additional investment in IK Import & Export Limited,
British Virgin Islands, an associated company, by acquiring 8,100 shares of IK Impornt & Export
Limited from APP Intermnational Trading Limited, a related party, resulting in the increase in
ownership to become 100% (see Note 11).

c. On January 30, 2001, Bank of America N.A., Jakarta agreed to increase the multi-currency
onshore advance, sight letters of credit, trust receipts, temporary advance import, shipside bonds
issuing commission facilities to become Rp 27 billion and US$ 4 million until March 31, 2001 (see
Note 16).
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d. On February 27, 2001, the Company entered into a proceeds deduction agreement with PT Bank
Fuji International Indonesia (Fuji) in relation to the Company's unpaid obligation arising from bills
discounted without letters of credit transaction. This agreement was terminated on August 9,
2001. On July 30, 2001, Fuji assigned its rights, titles, interests and benefits under the bills
discounted without letters of credit facility to The Fuji Bank Limited (Fuji Tokyo), Tokyo. On
August 8, 2001, the Company and Fuji (as appointed and authorized by Fuji Tokyo) entered into
a trade facility maintenance agreement whereby both parties agreed to transfer the above unpaid

1 obligations to the acceptance guarantee facilities from time to time (see Note 16).

e. On March 2, 2001, the Company and Fuji entered into a faciiity agreement whereby Fuiji agreed
to provide bills discounted facility with letters of credit base to the Company, PT Pabrik Kertas
Tjiwi Kimia Tbk, PT Pindo Deli Pulp and Paper Mills and PT Lontar Papyrus Pulp & Paper
industry in an aggregate principal amount not exceeding USS 30,000,000. This facility had
expired on July 31, 2001 and is extended up to January 31, 2002 (see Note 16).

f. On March 6, 2001, Standard Chartered Bank (SCB), Jakania agreed to provide the Company with
the service of negotiation of bills drawn under the letters of credit on a full recourse basis to the
Company. The letter outlined certain conditions, among others, the minimum amount of
negotiated bills to be retained by SCB (see Note 16).

g. On March 8, 2001, PT Indosuez Indonesia Bank (Indosuez) agreed to conver the Company's
unpaid loan into a new Trade Finance faciiity with a maximum amount of US$ 2,000,000. The
facility, maturing on March 8, 2002, is secured with fiduciary transfer of the Company's
inventories covering 120% of the total outstanding utilization of the facility and the remaining
outstanding balance of the existing unpaid facilities (see Note 16).

n. On March 15, 2001, the Company entered into an agreement with PT Bank Sanwa Indonesia
(Sanwa) whereby Sanwa agreed to provide import letters of credit facilities of US$ 1,800,000 and
export bills bought under letters of credit faciiities of US$ 2,000,000. The facilities will expire on
March 15, 2002. On September 17, 2001, Sanwa extended the import letters of credit facility
amount to become US$ 1,925,000 (see Note 16).

i. In 2001, PT Bank CIC internasional Tbk (CIC) agreed to provide the Company letters of credit
facility with a total facility not exceeding USS$ 5,800,578. The facility will expire within one year
after the date of the agreement and is covered with fiduciary transfer on the imported goods.

In 2001, CIC agreed to extend the maturity period of the Bill discounting facility up to July 6, 2002
(see Note 16).

j. in March 2001, the Company and PT Summit Sinar Mas Finance (SSMF) agreed to reschedule
the lease facilities of US$ 802,901 which matured in July 2001. The restructured amount
comprises principal and unpaid interests of US$ 852,630 which is payable in 24 monthly
instaliments of US$ 42,632 each, starting from January 17, 2001 with 4 months grace period.
Payment will start on June 17, 2001 up to January 17, 2003. The interest is payable under the
same terms as in the principal. In Aprl 2001, the Company and SSMF formalized the above
arrangement in the agreement (see Note 21).
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K.

tn April 2001, the Company and syndicated financial institutions, with PT Centra! Sari Finance
Corporation (CSFC) as the agent, agreed to reschedule the last payment of its lease facilities
amounting to US$ 1,075,000 which matured on December 19, 2000. The restructured amount
comprises maturing principal and interests of US$ 1,101,324 which is payable in 12 monthly
installments of US$ 91,777 each, from May 18, 2001 up to April 19, 2002. The interest is payable
under the same terms as in the principal. In October 2001, the Company and CSFC formalized

the above arrangement in the agreement (see Note 21).

On April 12, 2001, the Company and PT Pabrik Kertas Tjiwi Kimia Tbk, entered into a new credit
agreement with American Express Bank Ltd. (Amex), Jakana for their outstanding and unpaid
principal amounts of letters of credit of US$ 597,303 and US$ 135,544, respectively, (totaling
USS 732,847) and export bills collection of US$ 5,857,971 and US$ 1,467,159, respectively,
(totaling US$ 7,325,130). Amex agreed to make available an irrevocable documentary sight
letters of credit facility not exceeding US$ 7,325,130 which expired on August 31, 2001.-On
October 9, 2001, the facility is extended up to November 30, 2001 (see Note 16).

. in May 2001, the Company and PT GE Finance Indonesia (GE) agreed to reschedule the lease

facilities of USS$ 1,652,400 which will mature in November 2001. The restructured amount
comprises principal and unpaid interests of US$ 1,715,710 which is payable in 30 monthly
installments of US$ 57,190 each, starting from February 18, 2001 with 3 months grace period on
the principal. Payment will start on June 18, 2001 up to November 18, 2003. The interest is
payable under the same terms as in the principal. In September 2001, the Company and GE
formalized the above arrangement in the agreement (see Note 21).

On May 18, 2001, July 14, 2001 and October 14, 2001, the Company paid the 6", 7" and 8™
respectively, interest coupon and related penalties totaling about Rp 123 billion on the Indah Kiat
} 1828 Bonds to the bondholders (see Notes 19 and 35g and i).

Based on the Company'’s letter to the Jakarta Stock Exchange dated July 25, 2001, for the period
July 13 - 27, 2001, the Company's shares listed in the Jakarta Stock Exchange have been
sanctioned through suspension which will be evaluated for delisting. The Company requested the
stock exchange to evaluate not to delist the Company's shares because of the delayed
submission of its financiai statements caused by the financial difficulty and ongoing debt
restructuring process which require more detailed review of the financial statement accounts and
such restructuring process and creditors’ claims resulted in difficulty to maximize the human
resources allocation to prepare such financial statements (see Note 22).

On July 30, 2001, APP announced in the press that the Company and PT Lontar Papyrus Pulp &
Paper industry have experienced labor disputes at Perawang and Tebing Tinggi Mills. These
disputes arose in connection with recently adopted increases in provincial minimum wages of
approximately 35% for certain industries and resutted in the closing of Perawang mills for two and
one half days because of disruptions in the electrical supply caused by the workers.

On July 31, 2001, Fuiji agreed 1o extend the acceptance guarantee facility on import letters of
credit, trust receipts including shipping guarantee provided to the Company, PT Pabrik Kertas
Tjiwi Kimia Tbk, PT Pindo Deli Pulp and Paper Mills and PT Lontar Papyrus Pulp & Paper
Industry with the total amount not to exceed US$ 76,350,000 which was amended to US$ 90
million on August 9, 2001. The facility will expire on January 31, 2002 and is guaranteed by APP
(see Note 16).
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r.

The Jakarta Stock Exchange announced that starting on August 29, 2001, the trading of shares
and series |l warrants of the Company can only be conducted in the negotiation market. This is
due to the delayed submission of the first quarter of year 2001 financial statements as regulated
under the Jakarta Stock Exchange Rule No. | year 1992 regarding Securities Listing, since the
Company has not yet fulfilled its obligation within the limited period given. The Company
explained that up to such date, the audit of the consolidated financial statements for the year
2000 s still in process thereby the beginning balance for the year 2001 cannot be determined yet

. (see Note 22).

On September 19, 2001, PT Bank Pan Indonesia Tbk agreed to extend the maturity date of shori-
term revolving credit facilities due on June 13, 2001 to June 13, 2002 and change the facilities to
become revolving credit facilities and/or sight and/or usance letters of credit and reduce the
facilities amount from Rp 50 billion to Rp 40 billion. The facility is covered with the pledge of
Company's shares held by Purinusa covering 200% from the facility amount (see Note 16).

On November 8, 2001, PT Bank Central Asia Tbk (BCA), Jakarta agreed to extend the import
usance letters of credit facilities up to October 18, 2002 with the maximum facility amount of
Rp 22 billion and on certain conditions, among others, placement of fund covering 105% of the
letters of credit amount opened in the form of time deposits placed in BCA (see Note 16).

On November 30, 2001, the Company entered into an agreement with PT Bank Sumitomo Mitsui
Indonesia (Sumitomo) whereby Sumitomo agreed to waive all default interest on the credit
facillies as of February 28, 2001 and to grant new facilities for import (letters of credit,
acceptance, letter of guarantee) and export (foreign bills bought) totaling US$ 3,200,000 to
gradually recover the overdue credit facilities on the same amount (see Note 16). On the same
day, both parties entered into agreement concerning the negotiation and collection of drafts or
bills of exchange and letters of credit agreement which provide the bank, among others, the right
to deduct the Company’s deposits or current account in the event of default.

On December 4, 2001, Bapepam, through its letter, informed the Company that it has violated
certain Bapepam Rule related to certain important transactions not informed to Bapepam by the
Company regarding, among others, ABN Amro Bank N.V. litigation case in Singapore, signing of
Settlement Agreement dated January 26, 2001, non-payment of interest on indah Kiat 1 1999
Bonds, 2000 financial statements not submitted and announced to the public, litigation filed in
relation to accounts receivable and significant provision for doubtful accounts. Bapepam also
penalized the Company with certain fines, including the penalty due to the delayed submission of
financial statements.

On December 6, 2001, APP announced in its press release the results of the environmental audit
carried out by independent forestry consultants AMEC Simons Forest Industry. Consulting
(AMEC) at the APP Indonesian Subsidiaries’ sites, including those of the Company, PT Arara
Abadi and PT Wirakarya Sakti. AMEC concluded that, among others, the APP mills implemented
comprehensive environmental and wood supply practices and procedures.

39. RECENT INDONESIAN GAAP PRONOUNCEMENTS

The new accounting pronouncements are as follows:

a. PSAK No. 55 on “Accounting for Derivative lnsimments and Hedging Activities™ was issued in 1998

and revised in September 1999, which is effective on prospective basis for the book-year starting on
or after January 1, 2001. PSAK No. 55 requires the recognition of alf derivative instruments as
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either assets or liabilities in the financial statements and measurement of such instruments at fair
value (see Note 2s). The Company is currently analyzing this PSAK and has not yet determined its
impact to the consolidated financial statements.

b. In 2000, PSAK No. 57 on “Accounting for Pravisions, Contingent Liabilities and Contingent Assets”
was issued, which is effective on prospective basis for the fiscal year starting on or after January 1,
2001 and requires disclosure if earlier application is adopted. The standard provides for, among
others, the recognition, measurement and disclosure of provisions, contingent -liabilities ‘and
contingent assets. The Company is currently analyzing this PSAK and has not yet detemmined its
impact to the consolidated financial statements.

c. In 2000, Al issued the revised PSAK No. 5 on “Segment Reporting” which is effective on
prospective basis for the fiscal year starting on or after January 1, 2002 and requires disclosure if
earlier application is adopted. The standard provides for principles for reporting financial inforration
by segment for issuers or public companies or by enterprises that are in the process of isshing
equity or debt securities in the securities markets (see Note 2w). The Company is currently
analyzing this PSAK and has not yet detenmined its impact to the consolidated financial statements.

40. RECLASSIFICATION OF ACCOUNTS

Certain accounts in the 1999 consolidated financial statements have been reclassified to conform with
the presentation of accounts in the 2000 consolidated financial statements, significant of which is the
deferred stock issuance costs amounting to US$ 3,203,835 which has been reclassified from deferred
charges to additional paid-in capital and deferred loan issuance costs amounting to US$ 34,430,964
which has been reclassified from deferred charges to long-term notes payable and bonds payable and
to long-term bank and supplier loans payable (see Notes 20, 19, 20 and 22).
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FORIMMEDIATE RELEASE

Contact: Julian Wilson
Gavin Anderson & Company
Ph: (+65) 339-9110
E-mail: app_investors@app.co.id
app@gavinanderson.com.sg

ASIA PULP & PAPER COMPANY LTD ANNOUNCES
ITS ENVIRONMENTAL AND WOOD SUPPLY UPDATE, DEBT RESTRUCTURING PROCESS UPDATE,
PRELIMINARY RESULTS FOR ITS INDONESIAN SUBSIDIARIES
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2001,
RESULTS FOR ITS INDONESIAN SUBSIDIARIES FOR THE YEAR ENDED DECEMBER 31, 2000 AND
PRODUCTION, SALES VOLUME AND OPERATING DATA FOR ITS INDONESIAN SUBSIDIARIES FOR 2001

Singapore, March 11, 2002—Asia Pulp & Paper Company Ltd (“4PP”) today
announced details of preliminary, unaudited condensed and consolidated financial results for the
nine months ended September 30, 2001 and the consolidated financial results for the year ended
December 31, 2000 for its principal operating subsidiaries in Indonesia — PT Indah Kiat Pulp and
Paper Tbk (“Indah Kiat”), PT Pabrik Kertas Tjiwi Kimia Tbk (“Zjiwi Kimia”), PT Pindo Deli Pulp
and Paper Mills (“Pinde Deli’) and PT Lontar Papyrus Pulp and Paper Industry (‘Lontar Papyrus”
and, together with Indah Kiat, Tjiwi Kimia and Pindo Deli, the “Indonesian Subsidiaries™). The
preliminary condensed financial statements for the nine months ended September 30, 2001 and the
condensed financial statements for the year ended December 31, 2000 supplement this press
release.

APP also announced today that LTC & Associates were appointed auditors of APP at an
extraordinary general meeting of APP held on February 6, 2002. LTC & Associates replaced
Arthur Andersen, who tendered their resignation as APP’s auditors. LTC & Associates is a member
firm of BKR International which is ranked among the world’s twenty largest firms of accountants
and business advisers and operate out of over 300 offices worldwide.

* &k %k X

ENVIRONMENTAL AND WOOD S UPPLY UPDATE

In December 2001, APP announced details of environmental and sustainable wood supply
audits conducted by AMEC Forestry Industry Consulting (“4AMEC”), an independent forestry
consulting company. AMEC concluded that APP mills and Sinar Mas Group forestry companies
have implemented comprehensive environmental and wood supply practices and procedures in
support of company operations in Indonesia. APP and the Sinar Mas Group Forestry Division
continue to communicate with financial institutions, environmental groups and other stakeholders,
and are now in the process of engaging an expert advisor to assist in developing detailed
sustainable wood supply plans for the Sinar Mas Group forestry companies. This work is expected
to take six months to complete, and is expected to build on the findings of the audit reports and
address sustainable fiber supply as well as economic, social and environmental issues.




Commenting on the assignment, Teguh Widjaya, Chief Executive Officer of APP, said:

“This undertaking further demonstrates our commitment to developing and
implementing a sus tainable wood supply plan that is socially compatible and
environmentally responsible.”

* k ok %k %

DEBT RESTRUCTURING PROCESS UPDATE

On February 1, 2002, APP presented a restructuring proposal for the APP Group to its
financial creditors, represented by the Umbrella Steering Committee.

Commenting on the proposal and progress made to date, Teguh Widjaya said:

“We believe we have made significant progress in preparing the basis for
detailed discussions with our creditors on the restructuring of the group’s
indebtedness with the release of the restructuring proposal. We are waiting
for a detailed response from the Umbrella Steering Committee.”

The debt restructuring exercise relating to the Indonesian Subsidiaries and APP is complex
and continues to involve analysis of a myriad of complex transactions that span many jurisdictions
and laws and will likely take a lengthy period of time to complete. Resolution of the issues relating
to these transactions could require one or more of the Indonesian Subsidiaries, or other companies
in the APP Group, to recognize additional liabilities or penalties which have not been recognized or
reflected on their financial statements.

* ok ok koK
FINANCIAL HIGHLIGHTS

The following chart shows certain financial highlights for the Indonesian Subsidiaries as
discussed in greater detail in the press release.

Nine Months Ended September 30, 2001

Indah Tjiwi Pindo Lontar
Kiat Kimia Deli Papyrus
(in millions of U.S. dollars, except percentages)
INEE SALES ..vocrvnrvereeceeeissesserrsescrsoessensctssssssmasssrsasssessesssssssrasss oo ssses 840.5 583.3 480.3 161.1
Gross profit 168.5 120.8 68.7 49.5
Gross profit margin........coeevecerscnsinennens 20.0% 20.7% 14.3% 30.7%
Operating profit/(J088)......ccvreseersomersssmossesssmsssassssssasmsssmsasisaners 85.0 48.3 289 42.5
Operating profit margin 10.1% 83% 6.0% 26.4%
Net profit/(108s)......cocrsreeressicssusssassenes (166.9) (36.2) (89.8) 6.4




Year Ended December 31, 2000
Indah Tjiwi Pindo Lontar

Kiat Kimia Deli Papyrus

(in millions of U.S. dollars, except percentages)
NEt SALES ..eevrevereercrereasreresearerersarrsenasssraseserossees 1,544.3 §28.0 760.5 323.4
Gross profit 532.6 57.0 119.4 174.9
Gross profit margin............... 34.5% 6.9% 15.7% 54.1%
Operating profit/(I088)........ceeresieostssemerormsissssiussssecrsecsmsssessnssesss 388.2 (55.1) 25.6 161.0
Operating profit margin ........ 25.1% N/A 3.4% 49.8%
Net profit/(loss) (400.7) (359.7) (375.8) (66.1

Commenting on the preliminary financial results for the nine months ended September 30,
2001 and the 2000 financial results for the Indonesian Subsidiaries released today, Hendrik Tee,
APP’s Chief Financial Officer, stated:

“Operating conditions during 2001 were challenging due to depressed
demand in the region, overcapacity in the industry and low selling prices for
APP’s pulp and paper products. Across the group a decrease in pulp prices
and lower sales volume of paper contributed to a significant decline in
revenues and lower gross profit margins at all the Indonesian operating
companies, with the exception of Tjiwi Kimia that benefited from the lower
pulp prices. All the Indonesian Subsidiaries except Lontar Papyrus suffered a
net loss during the nine-month period ended September 30, 2001.”

During year 2000 most of our operating subsidiaries saw a net increase in
sales, however increases in raw materials costs, provisions for doubtful
accounts and increases in interest expense caused our major subsidiaries to
suffer net losses in the year 2000.”

* % % % X

PRELIMINARY UNAUDITED CONDENSED CONSOLIDATED FINANCIAL R ESULTS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2001

The preliminary unaudited condensed consolidated financial statements of each of the
Indonesian Subsidiaries for the nine months ended September 30, 2001 supplement this press
release. The financial data for the nine months ended September 30, 2001 and the operating data
APP is releasing to the public today is subject to changes, some of which may be significant.
Therefore, you should not place undue reliance on the financial and operating information set forth

in this press release.
PT INDAH KIAT PULP & PAPER TBK
Third Quarter 2001 Compared To Second Quarter 2001 .

Net sales decreased 2.6% to approximately US$269.6 million in the third quarter 2001 from
approximately US$276.8 million in the second quarter of 2001 primarily due to lower sales volume

and lower average realized selling prices for paper.

Gross profit decreased 21.2% to approximately US$45.1 million in the third quarter of 2001
from approximately US$57.2 million in the second quarter of 2001. Gross profit, as a percentage of
net sales, decreased to 16.7% in the third quarter of 2001 from 20.7% in the second quarter of 2001.
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The decrease in gross profit was primarily due to lower average realized selling prices for paper
products and an increase in the purchase price of wood. Wood prices increased primarily (a) due to
higher heavy equipment charges (machinery prices, spare parts and fuel) incurred in harvesting and
transporting wood, (b) due to increased labor costs and (c) to enable the forestry companies to self-
finance their operations, including increases in their planting areas in an effort to achieve fiber
sustainability.

Operating expenses increased 57.1% to approximately US$37.4 million in the third quarter
of 2001 from US$23.8 million in the second quarter of 2001. As a percentage of net sales,
operating expenses increased to 13.9% in the third quarter of 2001 from 8.6% in the second quarter
of 2001. Selling expenses increased 100.6% to approximately US$26.6 million in the third quarter
of 2001 compared to approximately US$13.2 million in the second quarter of 2001, primarily due
to higher management fee expenses paid to APP in connection with the pending restructuring of
Indah Kiat’s indebtedness. As a result, income from operations decreased to approximately US$7.7
million in the third quarter of 2001 from approximately US$33.4 million in the second quarter of
2001.

Indah Kiat had a foreign exchange loss of approximately US$46.3 million in the third
quarter of 2001 compared with a foreign exchange gain of approximately US$9.5 million in the
second quarter of 2001, primarily due to Indah Kiat’s Indonesian Rupiah borrowings arising from
the appreciation of the Indonesian Rupiah against the U.S. dollar in the third quarter of 2001 and
the change in the mix of Indonesian Rupiah and U.S. dollar accounts receivable and accounts
payable.

Net loss increased to approximately US$120.1 million in the third quarter of 2001 from
approximately US$39.4 million in the second quarter of 2001.

Second Quarter 2001 Compared To First Quarter 2001

Net sales decreased 5.9% to approximately US$276.8 million in the second quarter 2001
from approximately US$294.1 million in the first quarter of 2001 primarily due to lower average
realized selling prices for pulp, paper and packaging products and a decrease in sales volume for
Indah Kiat’s pulp products, which was partially offset by an increase in sales volumes of paper and
packaging products. The decrease in average realized sales prices was partly caused by a temporary
change in shipping terms from CIF to FOB in the second quarter of 2001 due to the inability of
Indah Kiat to obtain shipping services following the declaration of a standstill of its debt payments
in March 2001. Under FOB shipping terms, the buyer is responsible for the payment of insurance
and freight and, therefore, the price Indah Kiat charges is lower.

Gross profit decreased 13.7% to approximately US$57.2 million in the second quarter of
2001 from approximately US$66.3 million in the first quarter of 2001. Gross profit, as a percentage
of net sales, decreased to 20.7% in the second quarter of 2001 from 22.5% in the first quarter of
2001. The decrease in gross profit was primarily due to lower average realized selling prices for all
of Indah Kiat’s products, lower sales volumes for pulp products and increase in the purchase price
of wood. Wood prices increased primarily (a) due to higher heavy equipment charges incurred in
~ harvesting and transporting wood, (b) due to increased labor costs and (c) to enable the forestry
companies to self-finance their operations, including to achieve fiber sustainability.

Operating expenses increased 6.7% to approximately US$23.8 million in the second quarter
of 2001 from US$22.3 million in the first quarter of 2001. As a percentage of net sales, operating
expenses increased to 8.6% in the second quarter of 2001 from 7.6% in the first quarter of 2001.




Selling expenses decreased 18.3% to approximately US$13.2 million in the second quarter of 2001
compared to approximately US$16.2 million in the first quarter of 2001, primarily due to lower
overseas logistic freight expenses resulting from a temporary change in shipping terms from CIF to
FOB. Under the change in shipping terms, the buyer is responsible for payment of insurance and
freight and, therefore, these items were not included in Indah Kiat’s selling expenses in the second
quarter of 2001. Income from operations decreased to approximately US$33.4 million in the second
quarter of 2001 from approximately US$44.0 million in the first quarter of 2001.

Gains on foreign exchange decreased in the second quarter of 2001 to approximately
US$9.5 million from approximately US$38.7 million in the first quarter of 2001 primarily due to
the change in the mix of Indonesian Rupiah and U.S. dollar accounts receivable.

Net loss increased to approximately US$39.4 million in the second quarter of 2001 from
approximately US$7.4 million in the first quarter of 2001.

Balance Sheet - September 30, 2001 Compared To December 31, 2000

Cash, cash equivalents and short-term investments decreased to approximately US$8.0
million in restricted cash as at September 30, 2001 from approximately US$58.4 million
comprising restricted cash of approximately US$54.2 million and unrestricted cash of
approximately US$4.2 million as at December 31, 2000.

Current trade accounts receivable increased to approximately US$511.1 million as at
September 30, 2001 compared with approximately US$304.8 million as at December 31, 2000. The
increase in current trade accounts receivable is primarily due to (a) an increase in sales to related
parties to support the working capital requirements of the business, including Indonesian sales of
pulp and paper products to related parties in the domestic market and (b) an increase in export sales
of paper and packaging products to APP branches.

Non-current trade accounts receivable increased to approximately US$346.8 million as at
September 30, 2001 compared with approximately US$290.8 million as at December 31, 2000. The
increase in nor-current trade accounts receivable is primarily due to sales of Indah Kiat products in
2001. The collectability of these accounts receivable, which are guaranteed by APP, will depend on
the outcome of the restructuring.

Inventories decreased to approximately US$196.1 million, comprising approximately
US$52.2 million in finished goods and work in process and approximately US$143.9 million in raw
materials and spare parts, as at September 30, 2001 from approximately US$305.6 million,
comprising approximately US$89.7 million in finished goods and work in process and
approximately US$215.9 million in raw materials and spare parts as at December 31, 2000. The
decrease in finished goods and work in process was primarily due to a change in management
policy to produce finished paper and packaging products based on customers’ orders only. The
decrease in raw materials and spare parts is primarily due to the change in policy of reducing the
amount of raw materials held in stock. These policy changes were adopted in an effort to more
efficiently manage working capital.

Short-term borrowings decreased to approximately US$240.4 million as at September 30,
2001 from approximately US$366.6 million as at December 31, 2000 as a result of a net reduction
in various short-term trade facilities.




Cash Flows — For The Nine Months Ended September 30, 2001 Compared To The Year
Ended December 31, 2000 :

The major sources of cash for the nine month period ended September 30, 2001 were
earnings before interest, taxes, depreciation and amortization (“EBITDA”) of approximately
US$223.8 million and decreases in cash balances of approximately US$50.4 million. The major
uses of cash were additional investment in working capital, primarily due to the approximately
US$290.0 million increase in trade receivables — net which was partially offset by decreases in
inventory and increases in trade payables. Other major uses of cash include management of short-
term working capital facilities of approximately US$127.7 million, of which approximately
US$54.2 comprised collateralized deposits offset against these facilities and the remainder of which
were fluctuations in working capital facilities (see ““—Balance Sheet — September 30, 2001
Compared To December 31, 2000” above).

PT PABRIK KERTAS TJrwi KIMIA TBK
Third Quarter 2001 Compared To Second Quarter 2001

Tjiwi Kimia’s consolidated net sales for the third quarter of 2001 were approximately
US$174.6 million, a 14.9% decrease from consolidated net sales of approximately US$205.2
million in the second quarter of 2001, primarily due to a decrease in sales volume of stationery
products as a result of seasonal fluctuations, partially offset by an increase in the sales volume of
paper products.

Tjiwi Kimia’s gross profit increased by 17.2% to approximately US$47.7 million, or a gross
profit margin of 27.3%, in third quarter of 2001 from approximately US$40.7 million, or a gross
profit margin of 19.8%, in the second quarter of 2001, primarily due to a decrease in costs of goods
sold as a result of lower market prices for pulp.

Operating expenses increased 78.2% to approximately US$32.0 million in the third quarter
of 2001 from approximately US$18.0 million in the second quarter of 2001. As a percentage of net
sales, operating expenses increased to 18.3% in the third quarter of 2001 from 8.8% in the second
quarter of 2001. Selling expenses increased 102.3% to approximately US$25.2 million in the third
quarter of 2001 from approximately US$12.5 million in the second quarter of 2001, primarily due
to an increase in the management fee charged by APP in connection with the pending restructuring
of Tjiwi Kimia’s indebtedness. Consolidated operating income in the third quarter of 2001 was
approximately US$15.6 million, a 31.1% decrease from the consolidated operating income of
US$22.7 million in the second quarter of 2001.

Tjiwi Kimia had a foreign exchange loss of approximately US$18.9 million in the third
quarter of 2001 compared with a foreign exchange gain approximately US$12.3 million in the

second quarter of 2001, primarily because of the appreciation of the Indonesian Rupiah against the
U.S. dollar, '

Consolidated net loss for the third quarter of 2001 was approximately US$33.6 million,

compared with a consolidated net income of approximately US$5.4 million in the second quarter of
2001.




Second Quarter 2001 Compared To First Quarter 2001

Tjiwi Kimia’s consolidated net sales for the second quarter of 2001 were approximately
US$205.2 million, a 0.8% increase from consolidated net sales of approximately US$203.5 million
for the first quarter of 2001, primarily due to an increase in the sales volume of stationery products,
which was largely offset by decreases in average realized sales prices of all of Tjiwi Kimia’s
products. The decrease in average realized sales prices was partly caused by a temporary change in
shipping terms from CIF to FOB in the second quarter of 2001 due to the inability of Tjiwi Kimia
to obtain shipping services following the declaration of a standstill of its debt payments in March
2001.

Tjiwi Kimia’s gross profit increased by 25.2% to approximately US$40.7 million, or a gross
profit margin of 19.8%, in second quarter of 2001 from approximately US$32.5 million, or a gross
profit margin of 16.0%, in the first quarter of 2001, primarily due to a decrease in costs of goods
sold as a result of lower market prices for pulp.

Operating expenses decreased by 20.4%, to approximately US$18.0 million in the second
quarter of 2001 from approximately US$22.6 million in the first quarter of 2001. As a percentage
of net sales, operating expenses decreased to 8.8% in the second quarter of 2001 from 11.1% in the
first quarter of 2001. Selling expenses decreased 23.3% to approximately US$12.5 million in the
second quarter of 2001 from approximately US$16.2 million in the first quarter of 2001, primarily
due to lower freight expense resulting from a temporary change in shipping terms from CIF to
FOB. Consolidated operating income increased to approximately US$22.7 million in the second
quarter of 2001 from approximately US$9.9 million in the first quarter of 2001.

Foreign exchange gain decreased to approximately US$12.3 million in the second quarter of
2001 from approximately US$12.6 million in the first quarter of 2001.

Consolidated net income for the second quarter of 2001 was approximately US$5.4 million,
compared with a consolidated net loss of approximately US$8.0 million in the first quarter of 2001.

Balance Sheet — September 30, 2001 Compared To December 31, 2000

Cash, cash equivalents and short-term investments decreased to approximately US$14.3
million in unrestricted cash as at September 30, 2001 from approximately US$39.0 million
comprising restricted cash of approximately US$34.7 million and unrestricted cash of
approximately US$4.3 million as at December 31, 2000.

Current trade accounts receivable increased to approximately US$206.0 million as at
September 30, 2001 compared with approximately US$40.4 million as at December 31, 2000. The
increase in current trade accounts receivable is primarily due to (a) an increase in sales to related
partie s to support the working capital requirements of the business, including Indonesian sales of
paper products to related parties in the domestic market, (b) an increase in export sales of paper
products to APP branches, and (c) an increase in sales to third parties.

Non-current trade accounts receivable increased to approximately US$269.2 million as at
September 30, 2001 compared with approximately US$241.7 million as at December 31, 2000. The
increase in non-current trade accounts receivable is primarily due to sales of Tjiwi Kimia products
in 2001. The collectability of these accounts receivable, which are guaranteed by APP, will depend
on the outcome of the restructuring.




Inventories decreased to approximately US$128.9 million, comprising approximately
US$59.1 million in finished goods and work in process and approximately US$69.8 million in raw
materials and spare parts, as at September 30, 2001 from approximately US$233.4 million,
comprising approximately US$104.9 million in finished goods and work in process and
approximately US$128.5 million in raw materials and spare parts as at December 31, 2000. The
decrease in finished goods and work in process was primarily due to a change in management
policy to produce finished paper and packaging products based on customers’ orders only. The
decrease in raw materials and spare parts is primarily due to the change in policy of reducing the
amount of raw materials held in stock. These policy changes were adopted in an effort to more
efficiently manage of working capital.

Short-term borrowings decreased to approximately US$92.7 million as at September 30,
2001 from approximately US$145.2 million as at December 31, 2000, primarily as a result of a net
reduction in various short-term trade facilities.

Cash Flows — For The Nine Months Ended September 30, 2001 Compared To The Year
Ended December 31, 2000

The major sources of cash for the nine month period ended September 30, 2001 were
EBITDA of approximately US$106.7 million and decreases in cash balances of approximately
US$24.7 million. The major uses of cash were additional investment in working capital, primarily
due to the approximately US$193.0 million increase in trade receivables — net which was partially
offset by decreases in inventory and increases in trade payables. Other major uses of cash include
management of short-term working capital facilities of approximately US$52.4 million, of which
approximately US$34.7 comprised collateralized deposits offset against these facilities and the
remainder of which were fluctuations in working capital facilities, and payment of interest mainly
in the pre-standstill period of approximately US$51.9 million (see ‘“—Balance Sheet — September
30, 2001 Compared To December 31, 2000” above).

PT PINDO DELI PULP AND PAPER MILLS
Third Quarter 2001 Compared To Second Quarter 2001

Consolidated net sales were approximately US$157.9 million in the third quarter of 2001, a
3.7% decrease from consolidated net sales of approximately US$164.0 million in the second
quarter of 2001, mainly due to a decrease in the sales volume and average realized sales prices of
pulp. This decrease in sales volumes primarily resulted from a decrease in the production of pulp
because of a maintenance shut down of a pulp machine in September 2001 for approximately 11
days.

Consolidated gross profit was approximately US$20.4 million in the third quarter of 2001, a
24.6% decrease from consolidated gross profit of approximately US$27.1 million in the second
quarter of 2001. Consolidated gross profit in the third quarter of 2001, as a percentage of sales, was
12.9% compared to 16.5% in the second quarter of 2001, primarily due to lower sales volumes of
pulp, which has a higher margin compared with other products sold by Pindo Deli.

Operating expenses increased 48.7% to approximately US$16.0 million in the third quarter
of 2001 from approximately US$10.7 million in the first quarter of 2001. As a percentage of net
sales, operating expenses increased to 10.1% in the third quarter of 2001 from 6.5% in the second
quarter of 2001. General and administrative expenses increased significantly to approximately
US$8.1 million in the third quarter of 2001 from approximately US$2.2 million in the second
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quarter of 2001, primarily due to an increase in the payment of management fees to APP in
connection with the pending restructuring of Pindo Deli’s indebtedness. As a result, consolidated
income from operations decreased to approximately US$4.5 million in the third quarter of 2001
from approximately US$16.3 million in the second quarter of 2001.

Consolidated net loss increased by 31.9% to approximately US$42.3 million for the third
quarter of 2001 from approximately US$32.1 million in the second quarter of 2001.

Second Quarter 2001 Compared To First Quarter 2001

Consolidated net sales were approximately US$164.0 million in the second quarter of 2001,
a 3.6% increase from consolidated net sales of approximately US$158.4 million in the first quarter
of 2001, mainly due to increases in the sales volumes of paper and pulp, which was partially offset
by a decrease in average realized sales prices of all of Pindo Deli’s products. The decrease in
average realized sales prices was partly caused by a temporary change in shipping terms from CIF
to FOB in the second quarter of 2001 due to the inability of Pindo Deli to obtain shipping services
following the declaration of a standstill of its debt payments in March 2001.

Consolidated gross profit was approximately US$27.1 million in the second quarter, a
27.7% increase from consolidated gross profit of approximately US$21.2 million in the first
quarter, primarily due to lower costs of goods sold as a result of the lower purchase price for long
fiber pulp paid by Pindo Deli and higher sales volumes of pulp by Lontar Papyrus. Consolidated
gross profit in the second quarter of 2001, as a percentage of sales, was 16.5% compared to 13.4%
in the first quarter of 2001.

Consolidated income from operations was approximately US$16.3 million in the second
quarter of 2001, compared to approximately US$8.1 million for the first quarter of 2001, due to
higher gross profit and a decrease in freight expenses resulting from a temporary change in
shipping terms from CIF to FOB.

Pindo Deli’s had a net foreign exchange loss of approximately US$9.4 million in the second
quarter of 2001 compared with a net foreign exchange gain of approximately US$17.1 million in
the first quarter of 2001, primarily due to foreign exchange losses from the revaluation of the Yen
and Deutsche mark denominated debt as a result of the effect of the depreciation of the U.S. dollar
against these currencies.

Consolidated net loss for the second quarter of 2001 was approximately US$32.1 million,
compared to approximately US$15.4 million in the first quarter of 2001.

Balance Sheet — September 30, 2001 Compared To December 31, 2000

Cash, cash equivalents and short-term investments decreased to approximately US$6.8
million in unrestricted cash as at September 30, 2001 from approxlmately US$9.4 million in
unrestricted cash as at December 31, 2000.

Current trade accounts receivable increased to approximately US$128.0 million as at
September 30, 2001 compared with approximately US$52.8 million as at December 31, 2000. The
increase in current trade accounts receivable is primarily due to () an increase in sales to related
parties to support the working capital requirements of the business, including Indonesian sales of
pulp products to related parties in the domestic market and (b) an increase in export sales of pulp
products to APP branches.




Non-current trade accounts receivable increased to approximately US$148.5 million as at
September 30, 2001 compared with approximately US$136.5 million as at December 31, 2000. The
increase in non-current trade accounts receivable is primarily due to sales of Pindo Deli products in
2001.The collectability of these accounts receivable, which are guaranteed by APP, will depend on
the outcome of the restructuring.

Inventories decreased to approximately US$139.2 million, comprising approximately
US$66.0 million in finished goods and work in process and approximately US$73.2 million in raw
materials and spare parts, as at September 30, 2001 from approximately US$206.4 million,
comprising approximately US$98.3 million in finished goods and work in process and
approximately US$108.1 million in raw materials and spare parts as at December 31, 2000. The
decrease in finished goods and work in process was primarily due to a change in management
policy to produce finished paper and packaging products based on customers’ orders only. The
decrease in raw materials and spare parts is primarily due to the change in policy of reducing the
amount of raw materials held in stock. These policy changes were adopted in an effort to more
efficiently manage working capital.

Other assets — net decreased to approximately US$76.2 million as at September 30, 2001
from approximately US$181.7 million as at December 31, 2002, primarily due to the
reclassification of approximately US$110.5 million attributable to the investment in related
companies for the purchase of land adjacent to Pindo Deli’s Karawang mill to property, plant and
equipment. As previously disclosed, this land was acquired on Pindo Deli’s behalf by these related
companies.

Short-term borrowings decreased to approximately US$65.3 million as at September 30,
2001 from approximately US$99.3 million as at December 31, 2000 as a result of a net reduction in
various short-term trade facilities.

Cash Flows — For The Nine Months Ended September 30, 2001 Compared To The Year
Ended December 31, 2000

The major sources of cash for the nine month period ended September 30, 2001 were
EBITDA of approximately US$100.1million. The major uses of cash were additional investment in
working capital, primarily due to the approximately US$87.2 million increase in trade receivables —
net which was partially offset by decreases in inventory. Other major uses of cash include a net
reduction in short-term working capital facilities of approximately US$48.9 million (see *“—
Balance Sheet — September 30, 2001 Compared To December 31, 2000” above).

PT LONTAR PAPYRUS PULP & PAPER INDUSTRY
Third Quarter 2001 Compared To Second Quarter 2001

Net sales decreased by 17.8% to approximately US$46.5 million in the third quarter of 2001
from approximately US$56.6 million in the second quarter of 2001. The decrease in net sales was
primarily due to the decrease in sales volumes of pulp. This decrease in sales volumes resulted from
a decrease in the production of pulp because of a maintenance shut down of a pulp machine in
September 2001 for approximately 11 days.

Cost of goods sold increased by 1.6% to approximately US$37.4 million in the third quarter -

of 2001 from approximately US$36.8 million in the second quarter of 2001. The increase in cost of
goods sold was primarily due to an increase in the market price of wood. The wood price increased
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primarily (a) due to higher heavy equipment charges incurred in harvesting and transporting wood,
(b) due to increased labor costs and (c) to enable the forestry companies to self- finance their
operations, including to achieve fiber sustainability.

As a result, gross profit decreased by 54.0% to approximately US$9.1 million in the third
quarter of 2001 from approximately US$19.8 million in the second quarter of 2001.

Operating expense increased by 37.7% to approximately US$2.6 million in the third quarter
of 2001 from approximately US$1.9 million in the second quarter of 2001.

Income from operations decreased by 63.7% to approximately US$6.5 million in the third
quarter of 2001 from approximately US$17.9 million in the second quarter of 2001.

Lontar Papyrus had a net foreign exchange loss of approximately US$18.1 million in the
third quarter of 2001 compared with a net foreign exchange gain of approximately US$9.1 million
in the second quarter of 2001, primarily due to the appreciation of the Indonesian Rupiah against
the U.S. dollar in the third quarter of 2001.

Lontar Papyrus had a net loss of approximately US$25.0 million in the third quarter of 2001
compared with a net income of approximately US$15.7 million in the second quarter of 2001.

Second Quarter 2001 Compared To First Quarter 2001

Net sales decreased by 2.6% to approximately US$56.6 million in the second quarter of
2001 from approximately US$58.1 million in the first quarter of 2001. The decrease in net sales
was primarily due to lower selling prices for pulp and tissue, which was partially offset by the
increase in sales volume of pulp. The decrease in average realized sales prices was partly caused by
a temporary change in shipping terms from CIF to FOB in the second quarter of 2001 due to the
inability of Lontar Papyrus to obtain shipping services following the declaration of a standstill of its
debt payments in March 2001.

Gross profit decreased by 3.7% to approximately US$19.8 million in the second quarter of
2001 from approximately US$20.5 million in the first quarter of 2001.

Operating expense decreased to approximately US$1.9 million in the second quarter of
2001 from approximately US$2.4 million in the first quarter of 2001 due to a decrease in freight

expenses resulting from a temporary change in shipping terms from CIF to FOB.

As a result, income from operations decreased by 1.5% to approximately US$17.9 million
in the second quarter of 2001 from approximately US$18.1 million in the first quarter of 2001 and
net income decreased slightly to approximately US$15.7 million in the second quarter of 2001 from
approximately US$15.8 million in the first quarter of 2001.

Balance Sheet — September 30, 2001 Compared To December 31, 2000

Cash, cash equivalents and short-term investments increased to approximately US$3.9
million in unrestricted cash as at September 30, 2001 from approximately US$2.2 in unrestricted
cash as at December 31, 2000.

Current trade accounts receivable increased to approximately US$64.4 million as at

September 30, 2001 compared with approximately US$23.0 million as at December 31, 2000. The
increase in current trade accounts receivable was primarily due to (a) an increase in sales to related
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parties to support the working capital requirements of the business, including Indonesian sales of
pulp products to related parties in the domestic market and (b) an increase in export sales of pulp

products to APP branches.

Non-current trade accounts receivable decreased to approximately US$3.4 million as at
September 30, 2001 compared with approximately US$9.7 million as at December 31, 2000.

Inventories decreased to approximately US$35.1 million, comprising approximately US$7.8
million in finished goods and work in process and approximately US$27.3 million in raw materials
and spare parts, as at September 30, 2001 from approximately US$38.2 million, comprising
approximately US$9.2 million in finished goods and work in process and approximately US$29.0
million in raw materials and spare parts as at December 31, 2000.

Short-term borrowings decreased to approximately US$22.3 million as at September 30,
2001 from approximately US$31.2 million as at December 31, 2000 as a result of a net reduction in
various short-term trade facilities.

Cash Flows — For The Nine Months Ended September 30, 2001 Compared To The Year
Ended December 31, 2000 ‘

The major sources of cash for the nine month period ended September 30, 2001 were
EBITDA of approximately US$70.2 million. The major uses of cash were additional investment in
working capital, primarily due to the approximately US$35.0 million increase in trade receivables —
net which was partially offset by decreases in inventory and increases in trade payables. Other
major uses of cash include payment of interest on Lontar Papyrus’ debt during the pre-standstill
period, payment of interest on Lontar Papyrus’ Rupiah bonds amounting to approximately US$14.5
million and a net reduction of short-term working capital facilities of approximately US$9.0 million
(see ‘““—Balance Sheet — September 30, 2001 Compared To December 31, 2000” above).

* k ¥ % %

SELECTED CONDENSED CONSOLIDATED FINANCIAL RESULTS FOR 2000

On August 2, 2001, APP released selected preliminary, unaudited financial data as of
December 31, 2000, for each of the Indonesian Subsidiaries. In the August 2, 2001 release, APP
emphasized that the preliminary financial data set forth in the release was preliminary, unaudited
and subject to change. The selected financial data released today contains significant changes to
certain of the data released on August 2, 2001.

APP derived the selected financial data from the reports of each of the auditors for the
Indonesian Subsidiaries on the 2000 consolidated financial statements of each of those companies
and from the opinions of those auditors on the 1999 consolidated financial statements of each of
those companies. The auditors for each of the Indonesian Subsidiaries have stated that they were
unable to, and did not, express an opinion that the 2000 consolidated financial statements of each of
the Indonesian Subsidiaries present fairly, in all material respects, the financial position as of
December 31, 2000 and the results of operations and cash flows for the year ended December 31,
2000, for each of the Indonesian Subsidiaries, in conformity with generally accepted accounting
principles in Indonesia. ‘

The 2000 consolidated financial statements of each of the Indonesian subsidiaries have been
prepared on the basis of generally accepted accounting principles in Indonesia which differ in
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certain material respects from generally accepted accounting principles in the United States and in
other countries.

The complete 2000 consolidated financial statements of each of the Indonesian subsidiaries
and the reports of their auditors have been filed with the U.S. Securities Exchange Commission on
Form 6-K.

PT INDAH KIAT PULP & PAPER TBK (2000 COMPARED TO 1999)

Indah Kiat’s consolidated net sales for the year ended December 31, 2000 were
approximately US$1,544.2 million, a 17.7% increase from consolidated net sales of approximately
US$1,311.5 million for the year ended December 31, 1999. This increase in sales was primarily due
to higher sales volume of packaging products and increased sales volumes and market prices for
sales of market pulp, which were partially offset by discounts provided to customers for quality
claims and other price discounts totalling approximately US$122.3 million associated with the
addition of significant new capacity. Indah Kiat’s manage ment believes that as a result of the
resolution of start-up difficulties relating to the new capacity, such significant levels of price
discounts for quality claims will not occur in the future. Indah Kiat’s gross profit margin decreased
from 41.4% in 1999 to 34.5% in 2000 due to a combination of factors, including a different product
mix as a greater proportion of sales arose from lower margin packaging products, increases in
production costs due to increases in purchase prices of Indah Kiat’s major raw materials, such as
waste paper, chemicals and long fiber pulp, and increases in transportation costs impacting the
purchase price for wood.

Foreign exchange gains in 2000 were approximately US$43.3 million compared to a foreign
exchange loss of approximately US$119.5 million in 1999 as a result of the depreciation of the
Indonesian Rupiah against the U.S. dollar in 2000. In addition, in 2000, Indah Kiat made a
provision for accounts receivable, collection of which it has determined to be doubtful, of
approximately US$413.3 million. Of this amount, approximately US$198.0 million related to
receivables previously discounted to PT Bank Internasional Indonesia Tbk (“BII).

Indah Kiat recorded an income tax expense of approximately US$42.5 million in 2000
compared to an income tax credit of approximately US$3.5 million in 1999.

Indah Kiat’s consolidated net loss for 2000 was approximately US$400.7 million, compared
with a consolidated net income of approximately US$4.0 million for 1999,

As a result of repayment of loans maturing in 2000, additional advances to PT Arara Abadi
(“Arara Abadi”) of approximately US$261.3 million for the development of their plantation,
capital expenditure of approximately US$146.2 million and the unavailability of working capital
funds in the latter part of 2000, Indah Kiat’s cash, cash equivalents and time deposits fell
significantly, from US$460.1 million at December 31, 1999 to US$4.2 million at December 31,
2000. Indah Kiat made the advances to Arara Abadi to finance the costs associated with Arara
Abadi’s reforestation and plantation development program under the wood purchase agreement
with Arara Abadi. The treatment of these advances will depend on the outcome of the restructuring.
The remaining US$54.2 million of total cash, cash equivalents and short-term investments of Indah
Kiat as at December 31, 2000 were pledged as security for working capital facilities.
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Principal adjustments to preliminary financial data released in August 2001

Income statement adjustments. Indah Kiat’s consolidated net loss of US$400.7 million for
2000 is significantly higher than the preliminary loss of US$147.4 million announced in August
2001, primarily due to an adjustment to Indah Kiat’s income tax expense. Indah Kiat’s preliminary
statements released in August 2001 reflected a tax credit from approximately US$198.5 million.
Indah Kiat’s management has, however, decided to fully provide against carry forward tax assets
due to the uncertainty regarding Indah Kiat’s ability to generate future tax profits to realize a
benefit from these assets. As a result, Indah Kiat’s 2000 financial statements now reflect a tax
expense of approximately US$42.5 million rather than the previously reflected credit of US$198.5
million.

Balance sheet adjustments.

o Trade receivables. Indah Kiat’s management decided to reclassify approximately
US$290.8 million in export receivables due from related parties within the APP group
from accounts receivable — trade. These accounts receivable are guaranteed by APP,
which Indah Kiat believes is the only source for payment of the accounts receivables.
The collectability of these accounts receivable will depend on the outcome of the
restructuring.

o Other assets. Indah Kiat’s management decided to reclassify approximately US$261.3
million in advances to Arara Abadi to other assets — net. Indah Kiat made these
advances pursuant to its wood purchase agreement with Arara Abadi, under which Indah
Kiat is obligated to finance the costs associated with Arara Abadi’s reforestation and
plantation development program in an effort to achieve fiber sustainability.

o Current liabilities and long-term debt. As a result of the defaults on is existing
indebtedness, Indah Kiat reclassified all its long-term debt to current liabilities.

PT PABRIK KERTAS TJrwi KIMIA TBK (2000 COMPARED TO 1999)

Tjiwi Kimia’s consolidated net sales for the year ended December 31, 2000 were
approximately US$828.0 million, a 4.6% decrease from consolidated net sales of approximately
US$868.3 million for the year ended December 31, 1999. Tjiwi Kimia’s gross profit decreased
79.8% from approximately US$281.8 million, or a gross profit margin of 32.4%, in 1999 to
approximately US$57.0 million, or a gross profit margin of 6.9%, in 2000. The decrease in gross
profit margin is primarily due to decreases in market prices for its paper products, increases in the
cost of pulp as well as discounts provided to customers for quality claims and other price discounts
totalling approximately US$127.7 million associated with the addition of significant new capacity.
Tjiwi Kimia’s management believes that as a result of the resolution of start-up difficulties relating
to the new capacity, such significant levels of price discounts for quality claims will not occur in
the future.

Consolidated loss from operations of Tjiwi Kimia was approximately US$55.1 million in
2000, compared with consolidated income from operations of approximately US$187.2 million in
1999, Interest expense in 2000 increased 32.4% from approximately US$92.8 million in 1999 to
approximately US$123.0 million in 2000 due to cessation of capitalized interest in 2000 as capital
expansion projects were completed and increases in Tjiwi Kimia’s average level of debt. In
addition, in 2000, Tjiwi Kimia made a provision for accounts receivable, collection of which it has
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determined to be doubtful, of approximately US$144.7 million. Of this amount, approximately
US$54.3 million related to receivables previously discounted to BIL

Tjiwi Kimia’s consolidated net loss was approximately US$359.7 million in 2000,
compared with a consolidated net income of US$104.0 million in 1999.

Primarily as a result of payments of interest, increases in working capital and unavailability
of working capital funds in the latter part of 2000, Tjiwi Kimia’s cash, cash equivalents and short-
term investments fell significantly, from approximately US$179.8 million at December 31, 1999 to
approximately US$4.3 million at December 31, 2000.

Principal adjustments to preliminary financial data released in August 2001

Income statement adjustments. Tjiwi Kimia’s consolidated net loss of US$359.7 million for
2000 is higher than the preliminary loss of US$338.0 million announced in August 2001 primarily
due to various additional accruals and provisions for interest expense, deferred taxes and pension
fund expenses.

Balance sheet adjustments.

e Trade receivables. Tjiwi Kimia’s management decided to reclassify approximately
US$241.8 million in receivables due from related parties within the APP group from -
accounts receivable — trade. These accounts receivable are guaranteed by APP, which
Tjiwi Kimia believes is the only source for payment of the accounts receivables. The
collectability of these accounts receivable will depend on the outcome of the
restructuring.

e Current liabilities and long-term debt. As a result of the defaults on its existing
indebtedness, Tjiwi Kimia has reclassified all its long-term debt to current liabilities.

PT PINDO DELI PULP AND PAPER MILLS (2000 COMPARED TO 1999)

Pindo Deli’s consolidated net sales for the year ended December 31, 2000 were
approximately US$760.5 million, a 4.6% increase from consolidated net sales of approximately
US$727.3 million for the year ended December 31, 1999. The 4.6% increase in sales primarily
arose from higher sales volume and higher average realized selling prices for pulp, resulting in
significantly higher pulp sales, but which were off set by decreases in average realized selling
prices for paper. Decreases in selling prices for paper were primarily due to discounts provided to
customers for quality claims and other price discounts totalling approximately US$110.0 million
associated with paper products produced on paper equipment and machines which construction was
completed between 1998 and 2000. Pindo Deli’s management believes that as a result of the
resolution of start-up difficulties relating to these machines, such significant levels of price
discounts for quality claims will not occur in the future. As a result of the lower average realized
selling prices for paper and higher purchase prices for Pindo Deli’s production input costs,
especially imported long- fiber pulp, Pindo Deli’s gross profit decreased by 51.8% to approximately
US$119.4 million, or a gross profit margin of 15.7%, in 2000 from approximately US$247.7
million, or a gross profit margin of 34.1%, in 1999,

Consolidated operating income in 2000 was approximately US$25.6 million, an 85.0%
decrease from the consolidated operating income of US$171.2 million in 1999. Operating income,
as a percentage of net sales, was 3.4% for 2000, compared with 23.5% for 1999. Interest expense
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and other financing cost — net increased 70.3% to approximately US$150.1 million in 2000 from
approximately US$88.2 million in 1999 due to higher average interest rates on borrowings and a
reduction in the amount of interest capitalized. Foreign exchange loss decreased 33.4% from
approximately US$70.6 million in 1999 to approximately US$47.0 million in 2000, primarily due
to higher foreign exchange gains from the revaluation of the Yen and Deutsche mark denominated
debt as a result of the effect of the appreciation of the U.S. dollar against these currencies. In
addition, in 2000, Pindo Deli made a provision for accounts receivable, collection of which it has
determined to be doubtful, of approximately US$221.8 million (of which approximately US$119.0 -
million related to Lontar Papyrus). Of this amount, approximately US$119.0 million (including
approximately US$44.1 million at Lontar Papyrus) related to receivables previously discounted to
BIL

Pindo Deli’s consolidated net loss for 2000 was US$375.8 million, a compared with a
consolidated net loss of US$9.2 million for 1999.

As a result of payment of interest, advances for land, increases in working capital and
unavailability of working capital funds in the later part of 2000, Pindo Deli’s cash, cash equivalents
and time deposits fell significantly, from approximately US$297.8 million at December 31, 1999 to
approximately US$9.4 million at December 31, 2000.

Principal adjustments to preliminary financial data released in August 2001

Income statement adjustments. Pindo Deli’s consolidated net loss of US$375.8 million for
2000 is higher than the preliminary loss of US$328.0 million announced in August 2001 primarily
due to an adjustment to Lontar’s tax expense. Pindo Deli’s preliminary financial data released in
August 2001 reflected a tax credit of approximately US$41.9 million. Pindo Deli’s management
has, however, decided to fully provide against carry forward tax assets due to the uncertainty
regarding Pindo Deli’s and Lontar’s ability to generate future tax profits to realize a benefit from
these assets. As a resuit, Pindo Deli’s 2000 financial statements now reflect a tax credit of
approximately US$1.5 million rather than the previously reflected credit of US$41.9 million. In
addition, Pindo Deli’s provision for doubtful debts of approximately US$221.8 million is higher
than the preliminary provision for doubtful debts of US$210.0 million announced in August 2001
because Pindo Deli made additional provision for doubtful debts. (See also “PT Lontar Papyrus

Pulp & Paper Industry (2000 Compared to 1999)” below).

Balance sheet adjustments.

o Trade receivables. Pindo Deli’s management decided to reclassify approximately
US$136.5 million in export receivables due from related parties within the APP group
from accounts receivable — trade. These accounts receivable are guaranteed by APP,
which Pindo Deli believes is the only source for payment of the accounts receivables.
The collectability of these accounts receivable will depend on the outcome of the
restructuring. ’

o Other assets. Pindo Deli’s management decided to reclassify approximately US$110.5
million in advances to related parties attributable to the purchase of land adjacent to
Pindo Deli’s Karawang mills to other assets — net.

o Current liabilities and long-term debt. As a result of the defaults on its existing
indebtedness, Pindo Deli has reclassified all its long-term debt to current liabilities.
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Adjustments to cash flow statement. As a result of the reclassification of the capital
expenditure amounting to approximately US$110.5 million attributable to advances to related
parties to other assets — long-term receivables, Pindo Deli’s 2000 financial statements now reflect a
capital expenditure of approximately US$44.9 million rather than the previously reflected capital
expenditure of US$145.2 million. In addition, Pindo Deli’s EBITDA of approximately negative
US$74.1 million is lower than the preliminary EBITDA of negative US$54.4 million announced in
August 2001, primarily due to an additional provision for doubtful debts amounting to
approximately US$11.8 million.

PT LONTAR PAPYRUS PULP & PAPER INDUSTRY (2000 COMPARED TO 1999)

Lontar Papyrus’ net sales for the year ended December 31, 2000 were approximately
US$323.4 million, a 49.4% increase from net sales of US$216.5 million for the year ended
December 31, 1999. The increase was primarily due to higher sales volume and average realized
selling prices for pulp. Lontar Papyrus’ gross profit increased 52.7% from approximately US$114.6
million, or a gross profit margin of 52.9%, in 1999 to approximately US$174.9 million, or a gross
profit margin of 54.1%, in 2000.

Profit from operations of Lontar Papyrus was approximately US$161.0 million in 2000, a
59.2% increase from profit from operations of approximately US$101.1 million in 1999. Profit
from operations, as a percentage of net sales, was 49.8% in 2000, compared with 46.7% in 1999. In
2000, Lontar Papyrus made a provision for accounts receivable, collection of which it has
determined to be doubtful, of approximately US$119.0 million. Of this amount, approximately
US$44.1 related to receivables previously discounted to BIIL.

Lontar Papyrus booked an income tax credit of approximately US$1.3 million in 2000,
compared to an income tax expense of approximately US$25.1 million in 1999.

Lontar Papyrus’ net loss for 2000 was approximately US$66.1 million, a 254.2% increase
from net loss of approximately US$18.7 million for 1999.

As a result of repayment of loans maturing in 2000, additional advances to PT Wirakarya
Sakti (“WKS”) of approximately US$51.0 million for the development of their plantation, capital
expenditure of approximately US$30.5 million and the unavailability of working capital funds in
the latter part of 2000, Lontar Papyrus’ cash, cash equivalents and time deposits fell from US$22.9
million at December 31, 1999 to US$2.2 million at December 31, 2000. Lontar Papyrus made the
advances to WKS to finance the costs associated with WKS’s reforestation and plantation
development program under the wood purchase agreement with WKS. The treatment of these
advances will depend on the outcome of the restructuring.

Principal adjustments to preliminary financial data released in August 2001

Income statement adjustments. Lontar Papyrus’ net loss of US$66.0 million for 2000 is
significantly higher than the preliminary loss of US$11.0 million announced in August 2001,
primarily due to an adjustment to Lontar Papyrus’ income tax expense. Lontar Papyrus’
preliminary statements released in August 2001 reflected a tax credit of approximately US$41.7
million. Lontar Papyrus’s management has, however, decided to fully provide against carry forward
tax assets due to the uncertainty regarding Lontar Papyrus’ ability to ge nerate future taxable profits
to realize a benefit from these assets. As a resuit, Lontar Papyrus’ 2000 financial statements now
reflect a tax expense of approximately US$1.3 million rather than the previously reflected credit. In
addition, Lontar Papyrus’ provision for doubtful debts of approximately US$119.0 miilion is higher
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than the preliminary provision for doubtful debts of US$107.1 million announced in August 2001
because Lontar Papyrus made additional provision for doubtful debts.

Balance sheet adjustments.

Advances and prepayments. Lontar Papyrus’ advances and prepayments of
approximately US$6.2 million is significantly lower than the preliminary advances and
prepayments of US$93.9 million announced in August 2001 , primarily because Lontar
Papyrus’ management decided to reclassify approximately US$64.7 million in advances
to WKS to other assets — net. Lontar Papyrus made these advances under pursuant to its
wood purchase agreement with WKS, under which Lontar Papyrus is obligated to
finance the costs associated with WKS’s reforestation and plantation development in an
effort to achieve fiber sustainability.

Trade receivables. Lontar Papyrus’ management decided to reclassify approximately
US$9.7 million in receivables due from related parties within the APP group from
accounts receivable — trade. These accounts receivable are guaranteed by APP, which
Lontar Papyrus believes is the only source for payment of the accounts receivables. The
collectability of these accounts receivable will depend on the outcome of the
restructuring.

Other assets. Lontar Papyrus’ other assets — net of approximately US$74.2 million is
significantly higher than the preliminary other assets — net of US$0.74 million
announced in August 2001, primarily because management decided to reclassify
approximately US$64.7 million in advances to WKS (see ‘“—Advances and
prepayments” above).

Current liabilities and long-term debt. As a result of the defaults on its existing
indebtedness, Lontar Papyrus has reclassified all its long-term debt to current liabilities.

Adjustments to cash flow statement. Lontar Papyrus’ EBITDA of approximately US$88.0
million is lower than the preliminary EBITDA of US$98.0 million announced in August 2001,
primarily due to an additional provision for doubtful debts amounting to approximately US$11.9

million.

* %k %k %k Xk

PRODUCTION, SALES VOLUMES AND AVERAGE REALIZED SALES PRICES FOR 2001

The production and sales volumes and the average realized sales prices for the Indonesian
Subsidiaries for 1999, 2000 and 2001 are shown below:
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PRODUCTION VOLUMES
(in thousands of tonnes)

2001
1999 2000 2001 1Q 2Q 3Q 4Q
Indah Kiat:
Pulp 1,664 1,777 1,797 469 420 447 462
Paper. 583 616 589 139 154 146 149
Packaging 1,177 1,258 979 182 248 267 283
Tjiwi Kimia:
Paper. 946 949 857 175 221 231 231
Stationery 135 155 183 45 58 37 42
PaCKagIng........cccoeecermoremrecomivesssssssarsssnsnse 64 69 52 12 14 12 14
Pindo Deli:
Paper....c oot 623 631 551 108 146 149 149
Tissue.....ccoerrueee 52 45 42 7 9 13 14
Packaging 15 56 47 10 12 13 11
Lontar Papyrus:
Pulp 503 572 620 153 166 139 162
Tissue 30 43 42 10 12 10 11
SALES VOLUMES
(in thousands of tonnes)
2001
1999 2000 2001 1Q 2Q 3Q 40
1,127 1,250 1,239 347 286 307 299
562 577 575 128 160 144 143
988 1,091 875 201 215 218 241
Tjiwi Kimia:
Paper.. 811 822 709 177 168 188 176
Stationery 132 142 163 43 66 30 24
Packaging 42 48 44 11 11 10 12
Pindo Deli:
Paper. 624 615 557 119 153 149 135
Tissue 43 47 40 9 8 11 12
Packaging 14 45 40 9 10 10 9
Lontar Papyrus:
Pulp 464 561 581 145 157 131 148
Tissue 26 41 41 10 i1 9 11
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AVERAGE REALIZED SALES PRICES

(USS per tonne)
2001
1999 2000 2001 1Q 2Q 3Q 4Q

Indah Kiat:

Pulp 412 508 320 353 311 309 303

Paper. 798 707 676 712 681 668 647

Packaging 400 448 351 389 354 355 312
Tjiwi Kimia: )

Paper. 814 682 703 749 699 686 677

Stationery 1,264 1,298 1,072 1,152 1,038 1,079 1,019

Packaging.......... 387 481 402 431 373 489 314
Pindo Deli:

Paper. 840 723 712 767 706 707 677

Tissue.... 930 980 968 1,044 958 965 916

Packaging 775 720 556 627 534 555 512
Lontar Papyrus:

Pulp...... 410 510 311 334 303 299 310

Tissue 800 805 777 858 786 736 721

* % ¥ kK

APP is one of the world’s leading pulp and paper companies. With current pulp capacity of
2.3 million tonnes and paper and packaging capacity of 5.7 million tonnes, it ranks number one in
non-Japan Asia. Headquartered in Singapore, APP currently has 16 manufacturing facilities in
Indonesia and China and markets its products in more than 65 countries on six continents.

* k % k¥

Certain statements made in this press release fall within the meaning of the United States
Private Securities Litigation Reform Act of 1995. Such forward-looking statements involve known
and unknown risks, uncertainties and other factors that may cause the actual results, performance or
achievements of the APP Group to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements. Such factors include,
among others, the following factors: changes in political, social and economic conditions and the
regulatory environment in Indonesia and China; changes in currency exchange rates; changes in
market prices for the APP Group’s products; changes in the availability or prices of import tariffs
and raw materials; changes in our revenue and profitability; changes to our production capacity;
changes in industry trends; changes in future capital needs and the availability of financing;
changes in customer preferences; demographic changes; changes in competitive conditions and our
ability to compete under these conditions; and various other factors beyond our control.

-20-




PT INDAH KIAT PULP & PAPER TBK

Preliminary Unaudited Condensed Consolidated Statements of Income
for the nine months ended September 30, 2001 and

Condensed Consolidated Statements of Income for the years ended December 31, 1999 and 2000

(in thousands of U.S. dollars)

Nine Months Ended September 30, 2001 Year Ended December 31,
1Q 2Q 3Q Total 2000 1999
Net sales .....ovenrrivenirinnns 294,066 276,789 269,620 840,475 1,544,275 1,311,521
Cost of goods sold 227,793 219,616 224,543 671,952 1,011,722 768,719
Gross profit 66,273 57,173 45,077 168,523 532,553 542,802
Operating expenses:
Selling 16,210 13,246 26,571 56,027 107,705 82,185
General and administration.......ccocveveenneee 6,102 10,555 10,823 27,480 36,693 26,839
Total operating eXpenses.......ouwrsereeeres 22312 23,801 37,394 83,507 144,398 109,024
Income from operations..........cocueeseecnsences 43,961 33,372 7,683 85,016 388,155 433,778
Other income (exp ense):
Interest eXpense—mnet........c.ccrrcrevrsansenas (72,386)  (74,063)  (73,323) (219,772) (249.686) (140,106)
Foreign exchange gain (loss) —net .......... 38,686 9,453 (46,288) 1,851 43,271 (119,471)
Provision for doubtful debts......... - - - - (413,319) -
(070,77 208 T SO (17,647) (8,176) (8,169)  (33,992) (126,585) (173,673)
Other income (expense)—net .......... (51,347)  (72,786) (127,780) (251,913) (746,319) (433,251)
Income (loss) before income taxes............... (7,386)  (39,414) (120,097) (166,897) (358,164) 527
Income tax expense (credit).......... - - - - 42,519 (3,500)
Income before minority interest (7,386)  (39,414) (120,097) (166,897) (400,683) 4,027
Minority interest - - - - - -
Net income (loss) (7,386)  (39,414) (120,097) (166,897) (400,683) 4,027

Financial data as of and for the nine months ended September 30, 2001
is preliminary, unaudited and subject to change.

-21-




PT INDAH KIAT PULP & PAPER TBK

Preliminary Unaudited Condensed Consolidated Balance Sheets at September 30, 2001 and
Condensed Consolidated Balance Sheets at December 31, 2000 and December 31, 1999

(in thousands of U.S. dollars)

September 30, December 31, December 31,

2001 2000 1999
Current Assets:
Cash, cash equivalents and short term investments.. 8,020 58,443 460,065
Accounts receivable:
Trade — net 511,148 304,762 709,450
Others....coveveerremeerersessessireens . 30,844 24,301 30,111
Inventories 196,062 305,640 263,652
Advances and prepayments.. 100,307 109,290 220,023
Total Current Assets 846,381 802,436 1,683,301
Accounts Receivable - trade — related parties.......... 346,777 290,773 -
Property, Plant and Equipment - net.............cccneee.. 4,198,572 4,335,456 4,177.707
Other Assets — net.. 325,286 317,542 87,940
Total Assets 5,717,016 5,746,207 5,948,948
Current Liabilities:
Short-term borrowings 240,393 366,624 203,915
Accounts payable 234,691 143,382 161,132
Other liabilities ........ccovervreens 435,667 281,256 160,140
Current maturities of long-term debt..........coveerrevrerens 2,536,607 2,518,389 781,063
Total Current Liabilities 3,447,358 3,309,651 1,306,250
Deferred Income Tax 60,423 60,423 18,208
Long-term Debt—net of Current Maturities............. - - 1,846,602
Other liabilities - - -
Minority Interest - - -
Stockholders' EqUity.............ccccvvvrvemersecnresenssoersesssensens 2,209,235 2,376,133 2,777,888
Total Liabilities and Stockholders’ Equity.......... 5,717,016 5,746,207 5,948,948

Financial data as of and for the nine months ended September 30, 2001
is preliminary, unaudited and subject to change.
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PT INDAH KIAT PULP & PAPER TBK

Preliminary Unaudited Condensed Consolidated Selected Cash Flow Information
for the nine months ended September 30, 2001 and
Condensed Consolidated Selected Cash Flow Information
for the years ended December 31, 1999 and 2000

(in thousands of U.S. dollars)

Nine Months Ended September 30, 2001 Year Ended December 31,
1Q 20 3Q Total 2000 1999
Income before income tax and
MINOTItY INETESL.c.vecerecrunreesensnsesioonas (7,386)  (39,414) (120,097) (166,897) (358,164) 527
Interest expense. 72,768 74,340 73,528 220,636 282,864 181,519
Depreciation.........cecvmesmerentiesnassesescenns 49,396 49,264 49,025 147,685 184,778 164,303
AMOIHZALON c.cvuveeescemnrecesensasrsernmsssasinines 8,552 7818 7,822 24,192 36,918 11,556
Assets written off. . - - - - 32,536 148,617
Foreign exchange loss (gain) .........cccceuuee (38,686) (9,453) 46,288 (1,851) (43,271) 119,471
EBITDA.....ccconeventransennrens 84,644 82,555 56,566 223,765 135,661 625,993
CAPEX:
Capital expenditures.........ceuurvemsracesesens 4,304 2,179 4318 10,801 155,431 114,409
Capitalized interest........ccerverneresecrsceerns - - - - 8,915 57,098
Total 4,304 2,179 4318 10,801 164,346 171,507
Debt:
Proceeds from borrowings .........ccuveecrveniene - - - - 577,013 268,860
Repayment of borrowings .... .. (79,125)  (26,309)  (22,260) (127,694) (1,138,162) (321,104)
Net proceeds (repayments). T (19,125) _(26,309) _ (22,260) (127,694) (561,149) (52,244)
Interest income 382 277 205 864 33,178 41,412

Financial data as of and for the nine months ended September 30, 2001

is preliminary, unaudited and subject to change.
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PT PABRIK KERTAS Tatwi KIMIA TBK

Preliminary Unaudited Condensed Consolidated Statements of Income
for the nine months ended September 30, 2001 and
Condensed Consolidated Statements of Income for the years ended December 31, 1999 and 2000

(in thousands of U.S. dollars)

Nine Months Ended September 30, 2001 Year Ended December 31,
1Q 2Q 3Q Total 2000 1999
Net Sale8 ...oveenieeeiinrre e secaecseeeasenee 203,537 205,167 174,591 583,295 827,983 868,254
Cost of g00ds S0ld.....cocccrinrsccesiencrnrinnnnnse 171,051 164,504 126,937 462,492 770,959 586,476
Gross profit . 32,486 40,663 47,654 120,803 57,024 281,778
Operating expenses
SEIlNG..cerimrecseenienissisissnesensensesssenaannas 16,237 12,450 25,185 53,872 89,905 77,003
General and administration........... 6,331 5516 6,832 18,679 22,217 17,599
Total operating expenses... 22,568 17,966 32,017 72,551 112,122 94,602
Income from OpPerations ........cc.ceererorssecsrese 9,918 22,697 15,637 48,252 (55,098) 187,176
Other income (expense):
Interest expense—met......iceeceeereeericnnnee (30,190)  (29,880) (29,803)  (89,873) (108,198) (75,438)
Foreign exchange gain (loss) —net .......... 12,633 12,346 (18,861) 6,118) (3,559) 3,171
Provision for doubtful debts.........cccoveneun. - - - - (144,694) -
Other - net . (361) 194 (525) (692) (43,949) (10,973)
Other income (expense)—net .......... (17,918)  (17,340)  (49,189)  (84,447) (300,400) (83,240)
Income (loss) before income taxes....... (8,000) 5,357 (33,552)  (36,195) (355,498) 103,936
Income tax expense (credit).......... 0 0 0 0 4,158 (51)
Income before minority interest ... (8,000) 5357 (33,552) (36,195) (359,656) 103,987
Minority interest.... S - - 5 5 2
Net income (LOSS) ..ececrreeerercersneernaessansnsissseres (8,005) 5,357 (33,552)  (36,200) (359,661) 103,989

Financial data as of and for the nine months ended September 30, 2001
is preliminary, unaudited and subject to change.
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PT PABRIK KERTAS TJiwi KIMIA TBK

Preliminary Unaudited Condensed Consolidated Balance Sheets at September 30, 2001 and
Condensed Consolidated Balance Sheets at December 31, 2000 and December 31, 1999

(in thousands bf U.S. dollars)

September 30, December 31, December 31,

2001 2000 1999
Current Assets:
Cash, cash equivalents and short term investments.. 14,266 38,973 179,753
Accounts receivable:
Trade —net....crvecvrerre, 206,014 40,448 366,548
Others . 8,734 5,651 16,552
INVENLOTIES ... veverrerrrenerersenssereasessessesensrasees 128,865 233,415 204,277
Advances and prepayments.... 68,698 66,774 66,114
Total Current ASSets............cccovemvremmeriesmreresneerenessessans 426,577 385,261 833,244
Accounts Receivable - trade — related parties........... 269,182 241,748 -
Property, Plant and Equipment — net................cn..... 1,372,013 1,419,423 1,461,845
Other Assets — net 117,408 114,718 5,979
Total Assets 2,185,180 2,161,150 2,301,068
Current Liabilities:
Short-term borrowings 92,709 145,162 16,030
ACCOUNtS PAYADIE .....vcurertririeensssesnensrsesserenesessssseassrasenss 289,053 237,780 222,945
Other liabilities 177,007 119,981 54,821
Current maturities of long-term debt.....cccoc.cvvnrervereennne 1,107,972 1,104,583 46,615
Total Current Liabilities 1,666,741 1,607,506 340,411
Deferred Income TAaX ........cccomuemervvereverresnreresssserensrsseseones 6,240 6,240 2,158
Long-term Debt—net of Current Maturities ............ - - 996,464
Other liabilities ...........ccocoorveenrunnes 1,196 200 45,671
Minority Interest 8 8 2
Stockhol ders’ Equity.........ccoovrvevcvvervensnnerrenns 510,995 547,196 916,362
Total Liabilities and Stockholders’ Equity.......... 2,185,180 2,161,150 2,301,068

Financial data as of and for the nine months ended September 30, 2001
is preliminary, unaudited and subject to change.
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PT PABRIK KERTAS TIwWI KIMIA TBK

Preliminary Unaudited Condensed Consolidated Selected Cash Flow Information
for the nine months ended September 30, 2001 and

Condensed Consolidated Selected Cash Flow Information
for the years ended December 31, 1999 and 2000

(in thousands of U.S. dollars)

Nine Months Ended September 30, 2001 Year Ended December 31,
1Q 2Q 3Q Total 2000 1999
Income before income tax and
TNIDOTILY INLETESL....cucecereercssosereeseassesssssanaseas (8,000) 5357 (33,552)  (36,195) (355,498) 103,937
Interest eXpense........oceriveiccerecenrrsnssconnes 30,383 29,998 29,866 90,247 122,960 92,836
Depreciation 18,009 17,953 17,936 53,898 65,324 57,408
Amortization 1,618 1,633 1,637 4,888 7,283 13,974
Foreign exchange loss (gain) .......ccouewee (12,633) (12,346) . 18,861 (6,118) 3,559 (3.171)
EBITDA.....conrcitrecmemnneesarcenesnnnsesssssssonsenas 29,377 42,595 34,748 106,720 (156,372) 264,984
CAPEX:
Capital expenditures........co.ooererreeensiecsiens 3,168 1,183 3,980 8,331 19,908 28,818
Capitalized IDIETESL....cerrerrerererecnsrsomaraos - - - - 4,529 27,021
Total.... 3,168 1,183 3,980 8,331 24,437 55,839
Debt:
Proceeds from borrowings .......ceeoveerecssiennees - - - - 21,016 167,620
Repayment of borrowings.... (32,879)  (16,227) (3,576)  (52,682) (45,289) (226,505)
Net proceeds (TEPayments)..............sennes (32,879) ~(16,227) ___(3,576) _ (52,682) (24,273) (58,885)
Interest income...... 193 119 63 375 14,762 17,398

Financial data as of and for the nine months ended September 30, 2001
is preliminary, unaudited and subject to change.
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PT PINDO DELI PULP & PAPER MILLS

Preliininary Unaudited Condensed Consolidated Statements of Income
for the nine months ended September 30, 2001 and
Condensed Consolidated Statements of Income for the years ended December 31, 1999 and 2000

(in thousands of U.S. dollars)

Nine Months Ended September 30, 2001 Year Ended December 31,
1Q 2Q 30 Total 2000 1999
Net sales .... 158,357 164,005 157,924 480,286 760,522 727,315
Cost of goods sold 137,157 136,935 137,504 411,596 641,136 479,603
Gross profit 21,200 27,070 20,420 68,690 119,386 247,712
Operating expenses:
Selling.... rererreemasassserrannen 11,929 8,563 7,823 28,315 67,428 60,249
General and administration............cceeeeeue. 1,163 2,165 8,133 11,461 26,317 16,241
Total operating eXpenses.........ueerseeses 13,092 10,728 15,956 39,776 93,745 76,490
Income from OpPErations ......c..ecoeveeersasarsenene 8,108 16,342 4,464 28,914 25,641 171,222
Other income (expense):
Interest eXpense—moet......ccoeerrreresereseorsane (40,801)  (40,098) (41,728) (122,627) (150,108) (88,162)
Foreign exchange gain (loss) - net .......... 17,100 (9,360) (5,695) 2,045 (46,994) (70,598)
Provision for doubtful debts...........ccocnun.. 4,201 4,529 4,279) 4,451 (221,764) -
Other - net (607) (375) (355) (1,337) 2,207 (3,608)
Other income (expense}—net .......... (20,107)  (45,304)  (52,057) (117,468) (416,659) (162,368)
Income (loss) before income taxes.......coer... (11,999) (28,962) (47,593)  (88,554) (391,018) 8,854
Income tax (expense) credit ...... - - - - 1,516 (21,262)
Income before minority interest ........ccoeenune (11,999)  (28,962) (47,593) (88,554) (389,502) (12,408)
Minority interest . 3,409 3,142 (5,263) 1,288 (13,689) (3,184)
Net income (loss) (15,408)  (32,104)  (42,330)  (89,842) (375,813) (9,224)

Financial data as of and for the nine months ended September 30, 2001
is preliminary, unaudited and subject to change.
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PT PINDO DELI PULP & PAPER MILLS

Preliminary Unaudited Condensed Consolidated Balance Sheets at September 30, 2001 and
Condensed Consolidated Balance Sheets at December 31, 2000 and December 31, 1999

(in thousands of U.S. dollars)

September 30, December 31, December 31,

2001 2000 1999
Current Assets:
Cash, cash equivalents and short term investments.. 6,815 9,436 297,800
Accounts receivable:
Trade - net 128,027 52,783 259,175
OMhETS ... esrersseesesssssseessntessessessensessssesess 3,247 11,005 31,755
INVENtOTies...coververisrensreensireneens 139,264 206,397 211,589
Advances and prepayments 26,823 17,182 17,929
Total Current ASSets........cceeovueveeeeevereesnessnnsenens 304,176 296,803 818,248
Accounts Receivable - trade ~ related parties 148,546 136,502 -
Property, Plant and Equipment — net ...............conen.. 1,931,611 1,799,570 1,825,577
Other Assets — net 76,230 181,722 2,967
Total Assets 2,460,563 2,414,597 2,646,792
Current Liabilities:
Short-term borrowings 65,327 99,333 50,393
Accounts payable........ciniimrsireessssssssssmnersensssesns 73,350 100,952 79,527
Other Habilities ....vcvivemmerinrersemerinsmresensessesassesrssnersesens 207,874 149,981 77,999
Current maturities of long-term debt........cueerevereensrns 1,537,675 1,407,309 152,245
Total Current Liabilities................ooreererecenvnrrernrversesenes 1,884,226 1,757,575 360,164
Deferred Income Tax.... 45,570 45,570 47,086
Long-term Debt—net of Current Maturities............. - - 1,173,551
Other liabilities .............ccorecerue.. " 18,962 19,720 74,757
Minority Interest 78,619 77,331 101,020
Stockholders' Equity 433,186 514,401 890,214
Total Liabilities and Stockholders’ Equity.......... 2,460,563 2,414,597 2,646,792

Financial data as of and for the nine months ended September 30, 2001
is preliminary, unaudited and subject to change.
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PT PINDO DELI PULP & PAPER MILLS

Preliminary Unaudited Condensed Consolidated Selected Cash Flow Information

for the nine months ended September 30, 2001 and

Condensed Consolidated Selected Cash Flow Information
for the years ended December 31, 1999 and 2000

(in thousands of U.S. dollars)

Nine Months Ended September 30, 2001 Year Ended December 31,
1Q 2Q 3Q Total 2000 1999
Income before income tax and
minority interest.. (11,999)  (28,962)  (47,593)  (88,554) (391,018) 8,854
INterest EXPENSe.... o recerseerarreraansasaseseonas 41,006 40,252 41,875 123,133 183,493 105,152
Depreciation........ 21,097 21,114 22,036 64,247 81,785 76,036
AMOTZAON .cecovmersemereresssnnssssssssarroseas 1,147 1,110 1,037 3,294 4,668 3314
Foreign exchange loss (gain) ..........c.... (17,100) 9,360 5,695 (2,045) 46,994 70,598
EBITDA 34,151 42,874 23,050 100,075 (74,078) 263,954
CAPEX:
Capital expenditures 2,224 1,947 3,283 7,454 44,873 47,673
Capitalized interest....... 1,221 1,926 1,468 4,615 10,324 28,042
Total.. 3,445 3,873 4,751 12,069 55,197 75,715
Debt:
Proceeds from borrowings .. 206 - - 206 466,080 64,897
Repayment of borrowings.... (11,805) (18,126)  (19,174)  (49,105) (448,548) {213,455)
Net proceeds (repayments)..........creeeeresennee (11,599) (18,126) (19,174) {48,899) 17,532 (148,558)
Interest income........ 205 154 147 506 33,385 16,990

Financial data as of and for the nine months ended September 30, 2001

is preliminary, unaudited and subject to change.
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PT LONTAR PAPYRUS PULP & PAPER INDUSTRY
Preliminary Unaudited Condensed Consolidated Statements of Income
for the nine months ended September 30, 2001 and
Condensed Consolidated Statements of Income for the years ended December 31, 1999 and 2000

(in thousands of U.S. dollars)

Nine Months Ended September 30, 2001 Year Ended December 31,
1Q 2Q 3Q Total 2000 1999
Net sales.... 58,085 56,551 46,486 161,122 323,440 216,460
Cost of goods sold 37,540 36,765 37,363 111,668 148,498 101,906
Grossprofit...... 20,545 19,786 9,123 49,454 174,942 114,554
Operating expenses;
Selling.... 2,345 1,440 1,185 4,970 11,569 11,826
General and administration...........cc.cvceun.. 65 475 1,451 1,991 2,324 1,579
Total operating expenses........c.oeeaeee 2,410 1,915 2,636 6,961 13,893 13,405
Income from operations..........coceeeceeresenne 18,135 17,871 6,487 42,493 161,049 101,149
Other income (expense):
IDtereSt EXPENSE—NEL..ovvvermseeremscsesssene (11,598)  (10,715)  (12,356)  (34.669) (39.477) (42,895)
Foreign exchange gain (loss) — net . 9,736 9,096 (18,079) 753 (61,346) (50,812)
Provision for doubtful debts.........coeunrene - - - - (119,034) -
Other - net. (516) (566) (1,062) (2,144) (8,497) (1,019)
Other income (expense)—net .......... (2,378) (2,185) (31,497) (36,060) (228,354) (94,726)
Income (loss) before income taxes........c... 15,757 15,686 (25,010) 6,433 (67,305) 6,423
Income tax expense (credit)............ . - - - - 1,255 25,073
Income before minority interest. . 15,757 15,686 (25,010) 6,433 (66,050) (18,650)
MIDOTity INTETESt..cccrermerearesrserrnsnerrasarinsssaes - - - - - -
Net income (loss) 15,757 15,686 (25,010) 6,433 (66,050) (18,650)

Financial data as of and for the nine months ended September 30, 2001
is preliminary, unaudited and subject to change.
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PT LONTAR PAPYRUS PULP & PAPER INDUSTRY

Preliminary Unaudited Condensed Consolidated Balance Sheets at September 30, 2001 and
Condensed Consolidated Balance Sheets at December 31, 2000 and December 31, 1999

(in thousands of U.S. dollars)

September 30, December 31, December 31,

2001 2000 1999
Current Assets:
Cash, cash equivalents and short term investiments........... 3,940 2,220 22,862
Accounts receivable:
Trade —net .. 64,405 23,037 84,526
Others.....cocourerenmrnrarienses 2,028 10,771 25,697
Inventories 35,130 38,201 43,108
Advances and prepayments. 9,415 6,230 6,143
Total Current Assets 114918 80,459 182,336
Accounts Receivable - trade - related parties.................. 3,370 9,730 -
Property, Plant and Equipment — net..........coceevccrvcennnne 686,528 711,834 717,624
Other Assets - net 80,492 74,231 384
TOtal ASSEES.......ccoeiievrrrianrerensieransncersreseasassssssnsassoan . 885,308 876,254 900,344
Current Liabilities:
Short-term borrowings .......... . 22,284 31,178 671
ACCOUNS PAYADIE........coercceercencic e s e 9,780 10,349 7,278
Other ligbilities ...... 42,964 31,020 30,612
Current maturities of long-term debt .......covcenrrersirmnicacen 368,536 368,396 103,986
Total Current Liabilities...........ccccccovennecrenne 443,564 440,943 142,547
Deferred Income Tax.... 45,570 45,570 46,825
Long-term Debt—net of Current Maturitles..........c...... - - 206,770
Other lHabilities .............ccccovimeriinnriniccnicrnnsecenrnerscnsneces 1,589 1,589 -
Minority Interest .........coivevinniesisienisssnsennnssiannes - - -
Stockholders' Equity 394,585 388,152 504,202
Total Liabilities and Stockholders’ Equity.................. 885,308 876,254 900,344

Financial data as of and for the nine months ended September 30, 2001
is preliminary, unaudited and subject to change.
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PT LONTAR PAPYRUS PULP & PAPER INDUSTRY

Preliminary Unaudited Condensed Consolidated Selected Cash Flow Information

for the nine months ended September 30, 2001 and
Condensed Consolidated Selected Cash Flow Information
for the years ended December 31, 1999 and 2000

(in thousands of U.S. dollars)

Nine Months Ended September 30, 2001 Year Ended December 31,
1Q 2Q 3Q Total 2000 1999
Income before income tax and
minority interest . 15,757 15,686 (25,010) 6,433 (67,305) 6,423
Interest eXpense.........coveeerecemirescsercarenene 11,699 10,783 12,387 34,869 55,451 37,940
Depreciation 9,406 9,404 9,399 28,209 36,334 34,484
Amortization.... 459 503 525 1,487 2,152 1,662
Foreign exchange loss (gain) .......c.eveeunee (9,736) (9,096) 18,079 (753) 61,346 50,812
EBITDA ... oteeccrreinrntneetsesse venssesassscscans 27,585 27,280 15,380 70,245 87,978 131,321
CAPEX:
Capital expenditures...........oceecseessussscerens 734 1,495 674 2,903 30,547 10,960
Capitalized interest - - - - - -
Total....coceevcaranene . 734 1,495 674 2,903 30,547 10,960
Debt:
Proceeds from bOTTOWIDES ....ccvveveeerseresussnenne 1,967 1,230 943 4,140 273,840 49,690
Repayment of borrowings ... (35) (7,806) (5,315)  (13,156) (204,184) (69,886)
Net proceeds (TEPAYMEDISk....cvurivervssevessorses 1,932 (6,576) (4,372) (9,016) 69,656 (20,196)
Interest income 101 68 31 200 15,974 850

Financial data as of and for the nine months ended September 30, 2001
is preliminary, unaudited and subject to change.
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SIGNATURES ‘

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized.

PT INDAH KIAT PULP & PAPER CORPORATION Tbk

—

By —
Name: Hendra Jaya Kosasih
Title: Vice President Director

Date: Mancly i2, 2000,
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Pursuant to the requirements of the securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on it’s behalf by the
undersigned, there into duly authorized.

TERRA NETWORKS, S.A.

Date: TopruoryB 8CC2 By: . M

Name: Jose Francisco Mateu Isturiz
Title: Vice Secretary - Board of Directors




